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MAGIC MARGIN 


ONLY ROYAL HAS IT! 


OPERATORS AGREE “It’s wonderfulk MAGIC Margin 

makes the setting of margins a simple, automatic operation. 
It saves time—helps us turn out neater, more accurate 

typing faster.” 

“And that isn’t all,” these girls will add. “We like the New 

Easy-Writing Royal because it is modern throughout. Every 

feature, every control, is expertly designed to give the best 

results with the least effort. There is no reaching or stretch- 

ing—no straining of eyes, fingers, arms or nerves.” 

Give Royal THE DESK TEST. ... Compare the Work! 


* Trade-mark, Reg. U. S. Pat. Off 
Copyright, 1939, Royal Typewriter Company, Inc. 
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THE ONE-WRITING METHOD 


@ Repetitive use of Ditto Master means simply add this 
meonth’s figures to last month’s and make more copies 
of the whole! Do you retype cumulative reports each 
month? Abolish that! Take the Ditto Master of January’s 
report, add February’s figures, and there are your February 
reports! The same for next month, and the month after 
that! No re-writing! 

Throughout accountancy the same Ditto magic works 
for you—through every single accounting operation from 
shipping platform to payroll, Ditto eliminates re-writing. 

But you must see the work and examine the Ditto 
Methods to realize Ditto’s usefulness. Use coupon for 
idea-literature, and actual] forms in use today. They point 
the way to personal opportunity for many! 


The new Ditto D-44 with automatic electric feed is the ace duplicator. 
300 or more bright copies from one typed, written or drawn original... 
70 copies a minute... without type, stencil or ink... in 1 to 4 contrasty 


colors at once. That’s performance! 


FREE! Samples of accounting forms, bulletins, 
order and billing sets in actual use today. Use 
the coupon! ACCOUNTANTS: Get "A New 
Trend in Accounting—Order-Billing.”’ Author- 
itative, useful—free. 
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DITTO, Inc. 


2259 W. Harrison St., Chicago 

Gentlemen: Without obligation please send me: 

( ) Sample of Accounting Forms. 

( ) New D-44 Data. 

( ) “A New Trend in Accounting—Order-Billing.” 
( ) Arrange a Ditto demonstration for me. 


Some e meee eee reer eee sees eee see eee 


My Name..... 


Seem meee eee ee eee eres eseeeseseeeeeeeseee ee 


Company... 


Address ... 
Cab oc cccccccccc ce COMM cccccccc cece recccccccece 


O HELP you in making suggestions, 
when asked by employees or by per- 
sonal acquaintances to suggest a plan of 
accounting training, your attention is 
called to the educational organization of 
the International Accountants Society, Inc. 
The five men composing the Executive 
Educational Committee are responsible 
for I.A.S. educational activities and pol- 
icies, with particular reference to text 
material, research, standards, and tech- 
nical methods. 

The sixteen Certified Public Account- 
ants composing the I.A.S. Faculty are 
actively engaged in preparing text ma- 
terial, giving consultation service, or 
grading students’ papers. Some give their 
time and attention exclusively to I.A.S. 
work. Others who are.in actual practice 
of public accounting or corporation ac- 
counting, devote only part time to the 
work. Each subscriber secures the advan- 
tage of having his examinations handled 
by instructors from both groups. 

The forty members of the Advisory 
Board are outstanding Certified Public Ac- 
countants, business executives, attorneys, 
and educators, who counsel with the 
I.A.S. management, upon request, with 
respect to technical accounting, educa- 
tional, and business matters 


The uniformly high caliber of the men who compose the I.A.S. Staff is in itself eloquent testi- 
mony as to I.A.S. training. The cooperation of Staff members in various advisory and consult- 
ing capacities provides the practical, broad viewpoint which is so necessary in adult education. 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 
be glad to mail you, upon request, a copy of our 52-page booklet‘ ACCOUN TING—The Way to Business Success.” 


When you are wile fo scioatinistal an 
ACCOUNTING COURSE 


PYTYTITITITI TIT rir 












Educational Organization 


EXECUTIVE EDUCATIONAL 
COMMITTEE 


JOHN T. MADDEN 
C.P.A., B.C.S., A.M., Sc.D. 


President, International Accountants 
Society, Inc. ; ; Dean, School of Com- 
merce, Accounts and Finance, New 
York University; Former President, 
American Association of University 
Instructors in Accounting; Former 
President, American Association of 
Collegiate Schools of Business. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


Chairman, Board of Directors, Inter- 
national Accountants Society, Inc. ; 
Dean Emeritus, College of Engineering, 
Cornell University; Former President, 
American Society of Mechanical En- 
gineers; author of “Cost, Findin 

— Economics,’’ and ot er 
text 


LEE GALLOWAY 


B.Sc., Ph.D 


Vice ‘Chbenins Board of Directors, 
International Accountants Society, Inc. ; 
Former Chairman, Board of Directors, 
The Ronald Press Company; Former 
Director, Department of Management, 
New Yor University ; author of ‘‘Office 
Management” and other textbooks. 


—, P. ELLIS 


ee aia Public Accountant ; 
Member of Faculty, International Ac- 
countants Society, ne.; ; Chairman, II- 
linois Chamber of Commerce; Former 
President, American Society of Certi- 
fied Public Accountants; Former Pres- 
ident, Executives Club of Chicago. 


STEPHEN GILMAN 
B.Sc., C.P.A. 


Vice President and Educational Direc- 
tor, International Accountants Society; 
Inc.; author of ‘Accounting Concepts 
of Profit,” “Analyzing Financial State- 
ments,” ‘Principles of Accounting,” 
and numerous technical articles on ac- 
counting and allied subjects. 
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MEETINGS 
OF CONTROLS 


November 
November 4—Buffalo 
November 6—Connecticut 
November 7—Philadelphia 
November 11—Kansas City 
November 12—Cincinnati, 

Cleveland, Milwaukee, Twin 
Cities 
November 13——Detroit 
November 14—Dayton 
November 18—Syracuse 
November 20—Baltimore 


November 21—J.os Angeles, New 
York City, San Francisco 


November 25—Pittsburgh, St. 
Louis 


November 26—Chicago, District 
of Columbia, New England 


November 27—Indianapolis, 
Rochester 


December 
December 3—Buffalo, Twin 
Cities 
December 4—Connecticut 
December 5—Philadelphia 
December 9—Kansas City 


December 10—Cincinnati, 
Cleveland, Milwaukee 


December 11—-Detroit 
December 12—Dayton 
December 16—Syracuse 
December 17—New England 


December 18—Baltimore, 
Indianapolis 


December 19—Los Angeles, New 
York City, San Francisco 


December 23—St. Louis 


December 24—Chicago, District 
of Columbia 


December 25—Rochester 
December 30—Pittsburgh 


NOTE: The above are the scheduled 
dates. Some changes may be made. 





in this issue of “The Controller.” 














What's Coming 
Through the Mill 


The newly enacted Investment 
Company Act prescribes how con- 
trollers of investment companies 
shall be selected—by vote of the 
securities holders, or of the board 
of directors. First instance, says 
William W. Werntz, of direct 
statutory recognition of the con- 
troller. 


Payments, before December 6, 
of back contributions to state 
unemployment funds, will be al- 
lowable as credits against the 
federal tax for the respective 
years covered—1936, 1937, 
1938, and 1939—under Second 
Revenue Act of 1940. 


A definition as to what an “‘ad- 
ministrative’’ employee is, comes 
from the administrator of the 
Fair Labor Standards Act. 

The work week goes down to 
forty hours. ; 

Unemployment Insurance Di- 
vision in New York State rules 
voluntary payments to men in 
service are not wages, and are 
not taxable. 

The “fluctuating hour’ plan 
makes its appearance in Wage- 
hour computations. 

Another student prize essay 
contest is announced by control- 
lers’ national organization. 

One firm creates position “‘con- 
troller of advertising.”’ 

Accounts payable disburse- 
ments procedure of a progressive 


company described. 


Just a few of the items presented 








Other Recent Publications 


CONTROLLERS 
INSTITUTE OF AMERICA 


“War Problems of Business As the 
Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 

1940 72 Pages $1.25 


“Suggestions for Improvement in the 
Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with 
the Treasury Department, of The 
Controllers Institute of America. 
October, 1939 20 Pages $1.00 


“Budget Methods and Procedures of 
Manufacturing Companies.” A re- 
port of a Conference of Control- 
lers. 

June, 1939 40 Pages $1.00 


“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 
November, 1938 24 Pages 75¢ 


Earlier Publications 
(Still in Print) 


“Budgeting for Control.” An address 
by Henry D. Minich, Chairman of 
Research Council. 

1932 16 Pages 25¢ 


“Appraisals and Property Account- 
ing.” Address delivered to New 
York members by Harold. Vinton 
Coes, of Ford, Bacon & Davis, Inc. 
1932 12 Pages 50¢ 


Year Books 


1932, 1933, 1934, (1935 and 1936 
out of print) 1937, $2.00. 1938, 
$2.50. Year Book of 1939, $2.50. 


“The Controller” 


All issues since February, 1934, to 
date, with exception of May, 1934, 
February, 1936, September, 1937, 
May and October, 1939 issues, which 
are out of print. 50¢ Each 


Duties of Controller 


A single sheet, presenting the defini- 
tion by The Controllers Institute of 
America, of the duties of a control- 
ler. 


Sent free upon request. 
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LE-ditortal Comment 


F the work of controllers can be said to be in any 
respect seasonal, it might be observed that the 
coming of November marks the opening of a new 
season. At least some duties which appear to be 
somewhat more pressing than those which have oc- 
cupied the attention of controllers in the past few 
months, now present themselves; duties such as lay- 
ing the foundations for a budget for the next calen- 
dar year, advising management concerning proposed 
transactions in the light of the new tax laws, prepar- 
ing an audit program for public accountants for the 
coming calendar year, and arranging for a prompt 
presentation to management and directors of reports 
and financial statements prepared in the controller’s 
department, immediately after the year end closing. 
The responsibilities of controllers are so diverse 
that it is difficult to determine and define any marked 
seasons. When duties in one of the many fields 
covered by controllers have been discharged and 
completed for the time being, additional duties, 
equally pressing, are sure to present themselves in 
another section of the controller’s sphere. 

This is the season, however, when many control- 
lers take stock of themselves, of their work and of 
their responsibilities, in order to determine what 
progress if any has been made in the past year, and 
to note what changes have been brought about in 
controllers’ relations with others, and in procedural 
matters. It may be that some important “changes in 
the art” have taken place, or some advances made in 
other sectors of the controller’s field, of which cog- 
nizance should be taken. Controllership is far from 
static; it is a growing, expanding, changing combi- 
nation of functions and responsibilities. The alert 
controller strives first of all to keep himself in- 
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formed of these changes; and second, to adopt them 
and apply them to his own situation, when that 
seems like a step forward. 

Standards have been developed during the past 
nine years with which progressive controllers may 
compare their own situations and duties and thus 
determine whether there is room for improvement 
in their individual cases. If there is a controller's 
Heaven it probably is a place in which a controller 
has the position, authority, and responsibilities de- 
fined by The Controllers Institute of America as a 
result of its studies, and as a result, too, of sugges- 
tions made by governmental agencies such as the 
Securities and Exchange Commission, and by private 
agencies such as the New York Stock Exchange. 

The Controllers Institute is attempting to bring 
about improvement of the status of controllership 
generally, not from the point of view of the con- 
troller himself, but from the point of view of his 
company, its management, the directors and stock- 
holders, and governmental agencies. To that end it 
describes and publishes the details of what expett- 
ence and the studies made by The Institute have 
shown to be the best “setups” and procedures. 

That is a big order, yet real progress is being made 
in that direction. Hardly a month passes without 
some noteworthy contribution being made to this 
slowly moving campaign. It takes months to ac: 
quaint the rank and file of controllers with changes 
that have been found by other progressive control- 
lers and their managements to be well worth while; 
and it might be added that it takes much longer to 
acquaint managements with desirable changes, and 
to get them to the point of taking action. It is 
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management—or the Board of Directors—that must 
authorize and direct changes in the controller’s posi- 
tion and responsibilities. 

Any controller, at this or any other time of year, 
has the right to ask himself certain questions, to con- 
duct a sort of self examination. 

He should turn over in his mind the question 
whether he is an officer of his company, or merely an 
employee. 

He should look at the question whether he is ap- 
pointed, or caused to be elected, by the management, 
or by the Board of Directors. 

He should turn over in his mind the question 
portant question as to whom he is responsible; and 
whether he sits in meetings of the Executive Com- 
mittees and Board of Directors. 

The controller should take careful stock of the 
procedure followed by his company with respect to 
preparation and interpretation of financial state- 
ments. Does he perform these functions himself? 
Or does the management permit an agency outside 
of the company, such as a public accounting firm, to 
prepare the statement, and later swear to it or report 
on it? This is one function without which a control- 
ler can not be designated a real controller. This is 
probably the one important duty of a controller, as 
The Institute sees it, that is most widely abandoned 
by managements to outside agencies; but it must be 
pointed out that it is usually in the cases of small 
companies that this practice is followed. 

The controller should take stock of the audit situ- 
ation. Here again he will find one of two situations 
to exist: Either the controller will have complete 
charge of the continuous audit of all accounts, rec- 
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ords, and transactions; or this function will be partly 
or wholly in the hands of outside agencies. or of 
some other officer or employee. The Institute believes 
that this is a function which the controller should 
perform. 

Preparation of the budget, of income and other 
tax returns, of statistical records, of standard prac- 
tice instructions, and various other duties, may well 
be looked into by any controller with the question 
in mind, “Am I doing these jobs myself, or having 
them done under my direction? Or, am I permitting 
others to carry out these functions?” 

Happy is the controller whose management has 
recognized the fact that preparation of financial 
statements, and the performing of auditing work, 
can be done by the controller more thoroughly, with 
a higher degree of safety to the company, and at 
much less expense, than by any other agency. 

Happy is the controller whose management sees 
clearly that responsibility lies with the controller for 
sound accounting, comprehensive and accurate 
statements, and thorough auditing, and that this re- 
sponsibility should not be transferred to any other 
agency. To accept responsibility, and the accompany- 
ing authority, brings increase in stature, a more re- 
spected position. To divide responsibility is to invite 
disaster and disappointment. Whatever responsi- 
bilities are delegated to the controller should be his 
alone. If functions are delegated to other agencies, 
managements should make sure that responsibility 
for them is accepted in full by those agencies. 

The last question a controller might ask himself 
is, “Have I the title of controller?” 
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There is presented here a letter to 
the Editor of ‘The Controller” from 
Mr. WILLIAM W. WERNTZ, chief ac- 
countant of the Securities and Ex- 
change Commission: 


The Letter 

I should like to call your attention as 
Editor of ‘The Controller’ and Man- 
aging Director of the Controllers In- 
stitute of America to certain aspects of 
the recently enacted Investment Com- 
pany Act of 1940. Because of our sev- 
eral conversations about accounting 
and the responsibilities of controllers, 
I feel certain these provisions will be 
of interest to you and to the many 
members of The Controllers Institute. 

You may recall that a part of the 
Commission’s report on its Study of 
Investment Trusts dealt with account- 
ing problems of investment companies 
and the way in which the companies 
and their accountants had dealt with 
these problems in their published fi- 
nancial statements. The gravity of the 
situation over the past years is stressed 
in the introduction to the accounting 
section of the Study designated as 
Chapter VI of Part III, a copy of 
which is appended for your conven- 
ience. 

In a number of opinions the Com- 
mission has emphasized the funda- 
mental and primary responsibility that 
rests upon management to account 
properly and clearly for its stewardship 
of the funds entrusted to it by inves- 
tors. Much of this responsibility de- 
volves in practice upon the shoulders 
of the controller or principal account- 
ing officer. As Judge Healy once said 
before a midwestern conference of 
your Institute, ““You, as controllers, are 
the stockholders’ first line of defense 
against an irresponsible management.” 


Methods of Selecting Controllers of 
Investment Companies Prescribed 
by Recently Enacted Law 


To my mind the new Act contains 
certain provisions which should sub- 
stantially improve the position of the 
controller in his efforts to secure in- 
formative and reliable accounting. 
Thus Section 32(b) provides: 


“No registered management company 
or registered face-amount certificate com- 
pany shall file with the Commission any 
financial statement in the preparation of 
which the controller or other principal ac- 
counting officer or employee of such com- 
pany participated, unless such controller, 
officer or employee was selected, either 
by vote of the holders of such company’s 
voting securities at the last annual meet- 
ing of such security holders, or by the 
board of directors of such company.” 


Direct STATUTORY RECOGNITION 


Although the Securities Act of 1933 
requires the signature of the controller, 
this I think is the first instance of di- 
rect statutory recognition of the im- 
portance of the controllership to all 
persons concerned with the financial 
record of the company. Selection by 
the stockholders or the board ought, I 
think, to reinforce the controller's ef- 
forts to insist upon sound accounting 
by giving him a direct line of responsi- 
bility and access to the stockholders or 
the board as the case may be and 
should, I think, free him from any 
sense of dependence that might in 
some cases flow from appointment by 
another officer. 

These provisions as to controllers by 
no means stand alone, but rather are 
an integral part of a general effort to 
improve the accounting and the fi- 
nancial reports of these companies. In 
addition to requiring reports to the 
Commission on the order of those now 
called for by the Securities Act of 1933 
and the Securities Exchange Act of 
1934, Section 30(d) of the Act pre- 
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scribes in some detail the content of 
semi-annual reports to be made to 
stockholders. Such reports moreover 
are required “‘not to be misleading in 
any material respect’’ in the light of 
the reports required to be filed with 
the Commission. 

Other sections of the Act require the 
maintenance and preservation of such 
accounts, books, and other documents 
as constitute the record forming the 
basis for financial statements; and give 
to the Commission the power to issue 
rules and regulations providing for a 
reasonable degree of uniformity in the 
accounting policies and principles to 
be followed. 

Finally, reports to the Commission 
and annual reports to stockholders, if 
required by the rules and regulations 
of the Commission, are to be accom- 
panied by a certificate of independent 
public accountants. Provisions are in- 
cluded which will foster independence 
of the accountant in fact and also a 
direct responsibility on his part to the 
stockholders of the company. 

Thus, under Section 32(a) the ac 
countant is to be selected by the board 
of directors and, with minor excep- 
tions, his appointment is to be ratified 
by the stockholders. His employment 
is further conditioned upon the right 
of the company by vote of a majority 
of the outstanding voting securities to 
terminate such employment forthwith 
without any penalty. Before giving a 
certificate, moreover, the accountant is 
required to make an audit “not less in 
scope or procedures followed than that 
which independent public accountants 
would ordinarily make for the purpose 
of presenting comprehensive and de 
pendable financial statements.” 

To my mind the provisions I have 
recited indicate subscription by the 
Congress to the importance of account 
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ing in financial and investment matters 
and to the importance of the controller 
in the selection and maintenance by 
individual companies of sound ac- 
counting practices. I thought they 
would be of special interest to you 
since they seem to me to buttress and 
to be closely in line with your Insti- 
tute’s Declaration of Principles and its 
recommendations as to the responsi- 
bilities and functions of the controller. 


The Enclosure 
Excerpt from 


"INVESTMENT TRUSTS AND IN- 
VESTMENT COMPANIES Report of 
the Securities and Exchange Commis- 
sion, Part Three, Abuses and Deficien- 
cies in the Organization and Operation 
of Investment Trusts and Investment 
Companies, Chapter VI, Accounting 
Practices and Reports to Stockhalders 
Generally.” 


I. GENERAL SURVEY OF 
ACCOUNTING PRACTICES AND 
REPORTS TO STOCKHOLDERS 


A. Introduction 


In the preceding chapters of this 
part of the report an attempt has been 
made to portray the more important 
of the widespread abuses which were 
found to have contributed materially to 
the huge loss sustained by the public 
on the seven billion dollars entrusted 
to the management of investment com- 
panies.1 

With this large industry almost com- 
pletely unregulated and unsupervised,? 
information concerning these abuses 


*See especially Ch. II of this Part and 


Ch. VII of Part Two. 

*A small measure of control in account- 
ing matters was exercised through the list- 
ing requirements and the regulations of the 
New York Stock Exchange. However, prior 
to June, 1929, the New York Stock Ex- 
change refused to list the securities of in- 
vestment trusts, and even after it agreed to 
do so, only a very limited number of in- 
vestment companies availed themselves of 
the privilege. By the end of 1936, 31 man- 
agement investment companies out of a 
total of 404 in existence had securities 
listed on the New York Stock Exchange; 
and a total of 81 were listed on all regis- 
0) exchanges. (Part Two, Table 87, p. 
29 
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and some protection against them 
might have been afforded the investing 
public had there been in general use 
a sound and recognized body of uni- 
form accounting principles and _prac- 
tices. 

The Commission’s study of the ac- 
counting practices of investment com- 
panies has disclosed, however, that 
during the period studied there was 
almost completely lacking in the in- 
vestment company industry any such 
recognized body of uniform accounting 
principles or practices. Instead there 
reigned such diversity and confusion 
that accountancy sometimes was trans- 
formed into an instrumentality by 
which abuses were both perpetrated 
and concealed rather than exposed. 


ACCOUNTING PRACTICES VARIED 


It is clear that the managements of 
many investment companies, free from 
almost any restraint, favored those ac- 
counting practices in connection with 
their companies which were not in 
accordance with sound accounting 
principles, but rather according to 
whatever designs seemed to the man- 
agements best fitted to promote their 
immediate objectives, and the adapta- 
bility of one method or another to the 
accomplishment of these ends. 

So great was the variety of account- 
ing practices in use among the various 
companies that the terse terminology 
of the stockholders’ report became 
either unintelligible or definitely mis- 
leading. The few short words which 
traditionally comprise the vocabulary 
of income statement and balance sheet 
—"income,” “profit,” “capital,” “sur- 
plus” —were invested with such varied 
and conflicting significance that they 
afforded no true measure of the per- 
formance of the individual company, 
and rendered almost impossible ac- 
curate comparisons between companies. 

For example, at least four different 
methods were available to investment 
companies in computing the cost of 
securities disposed of from a block 
which had been acquired at different 
times and prices. Frequently, the use 


>> et 


* Average cost; first-in, first-out; last-in, 
first-out; specific identification. 
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of one or another of these methods 
would result in the recording of a 
“profit’’ on the sale, while use of the 
others would have produced a loss. In 
consequence, it frequently occurred 
that a company which reported sub- 
stantial earnings fundamentally had a 
position no better than another com- 
pany which reported a loss, due to the 
use of varying criteria of cost measure- 
ment. Moreover, from one year to the 
next, behind apparently identical earn- 
ings reported by a company might lie 
very different results caused by a shift 
from one method of determining cost 
to another. In the same manner, and 
with like effect, securities carried in 
the portfolios of investment companies 
were valued in accordance with four 
distinct standards,4 each of which af- 
fected investment and profit accounts 
differently. 


REPORTS TO STOCKHOLDERS 
DEFICIENT 


Reports to stockholders were found 
to be deficient in numerous respects. 
Some were deficient in their failure to 
reveal the basis of computation of 
profits or losses upon sales of securi- 
ties, (whether based upon average costs 
first-in, first-out, or on the identified 
security basis). In others there was a 
deception arising from the failure to 
qualify the amounts of profits and 
losses when portfolio securities had 
been disposed of after a write-down. 
In these cases, although proceeds from 
sales of securities were less than orig- 
inal cost, results were characterized as 
profits without qualification that they 
represented merely the proceeds in ex- 
cess of written-down values. Likewise, 
trading losses were considerably under- 
stated when they were reported with- 
out explanation that they were not 
based upon original cost. By a fail- 
ure in some instances to publish ade- 
quate analyses, reserve accounts became 
instrumentalities for covering up real- 
ized losses and for the distortion of 
trading results. Similarly inadequate 


*Cost (on four different bases; see note 
3 supra); cost less reserve; adjusted book 
value representing written-down value and 
cost of subsequent acquisitions; lower of 
cost or market. 
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analyses of surplus accounts in pub- 
lished reports led to the concealment 
of substantial realized losses. 


DEFICIENCIES LISTED 


Added to these deficiencies is the 
following list, by the cumulative effect 
of which the low standard of reports 
to stockholders of a large part of the 
investment company and investment 
trust industry during the period under 
review, may be observed: 

Inclusion of treasury securities in 
portfolio without disclosure. 

Publication of portfolio at lower of 
cost or market without revealing cost. 

Carrying and maintaining portfolio 
reserves unknown to stockholders. 

Failure to break down expenses so 
as to reveal salaries and management 
fees. 

Non-disclosure of brokerage com- 
missions paid by companies sponsored 
by bankers and brokers. 

Reporting of pledging of securities 
without stating dollar amount. 

Failure to reveal amounts paid to 
stockholders in settlement of claims. 

Concealment of short sales and short 
sales positions. 

Omission of net asset values per 
share in multiple class stock companies. 

Inclusion in a single amount of sen- 
ior and junior capital together with 
paid-in and earned surplus. 

Failure to report amounts allocated 
to paid-in surplus upon disposition of 
capital stock. 

Use of misleading terminology, such 
as: “cash in bank’ and ‘“‘certificates of 
deposit,” which represented funds with 
a sponsor not a bank; ‘time loans se- 
cured by collateral,’’ which pertained 
to capital stock held on option with- 
out obligation to pay the price unless 
the option were exercised; “profits on 
sales of securities,’ which as to a large 
part represented a diversion of paid-in 
capital of affiliated companies, and as 
to another large part represented the 
excess of proceeds over cost of securi- 
ties disposed of by subsidiary com- 
panies to their parent; “dividends,” 
which in large measure, as to one com- 
pany, represented sales of rights, and 
which, as to another company, were re- 
ceived from a wholly owned subsidiary 
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and were attributable entirely to deal- 
ings in the recipient's own shares and 
shares of its parent. 

There was also distortion as to the 
form of financial statements, such as 
when “combined statements” were is- 
sued which confused the investor by 
their similarity to “consolidated state- 
ments” which under the circumstances 
could not properly have been issued. 
In several instances form rather than 
substance was regarded in the prepara- 
tion of consolidated statements, espe- 
cially to excuse the exclusion from the 
statement of affiliated companies and 
to excuse the failure to eliminate cer- 
tain of their transactions with parent 
companies, resulting in distortion of 
investment, income and capital ac- 
counts. 

In instances, no mention was made 
of departures from advertised purposes 
and charter restrictions, violations of 
indenture provisions, market opera- 
tions in their own securities, and those 
of affiliates, and transactions between 
“insiders” and the companies. 


DIVIDEND DISTRIBUTIONS 


Considerable confusion was found 
in the accounting treatment of divi- 
dend distributions. Cash dividend pay- 
ments, purporting to represent distri- 
butions of surplus earnings, were fre- 
quently nothing more than returns of 
stockholders’ capital transformed into 
“dividends” through the twin devices 
of “paid-in” surplus and surplus cre- 
ated by a reduction of capital stock; 
while stock dividends in numerous in- 
stances were nothing more than stock 
split-ups. 

Variations of accounting treatment 
also existed with respect to stock divi- 
dends received. While the largest 
number of investment companies en- 
tered stock dividends received at no 
valuation, others, in including dividend 
shares in income and surplus account 
and in portfolio account, used at least 
three bases of valuations, viz., at mar- 
ket value at time of receipt, at cash op- 
tion price, and at pro rata amount 
charged to surplus by the issuing com- 
pany. A fourth method was to sell 
the dividend shares upon receipt and 
enter the proceeds as earnings. 








ACCOUNTING PRINCIPLES NOT 
DEFINED 


Although investment trusts have 
been relatively numerous since about 
1925, so that their accounting prob- 
lems have been forcefully before the 
industry and the profession for at least 
fifteen years, there has not as yet ap- 
peared any comprehensive accounting 
discussion in the form of a manual or 
handbook. There have been a num- 
ber of articles, most of which deal 
with special phases or with financial 
problems. None of them has attempted 
to present a well-developed accounting 
basis for the investment trust. 

There has been a general improve- 
ment in accounting methods for in- 
vestment trusts during the past ten 
years, particularly since the enactment 
of the Securities Act of 1933 and the 
Securities Exchange Act of 1934. This 
improvement has worked toward a de- 
velopment of the standards of account- 
ing principles applicable to investment 
trusts and has also worked toward a 
more adequate disclosure to stockhold- 
ers and investors of the condition and 
the results of operation of these trusts. 


STATEMENTS SHOULD BE 
COMPARABLE 


Nevertheless, full disclosure alone 
is not the remedy which will remove 
the formidable handicaps which face 
the investor even today when studying 
published reports of investment trusts 
and investment companies. It is neces- 
sary that financial statements be pro- 
duced which will enable a reasonably 
simple comparison of the statements of 
one company with those of another. 
The varying accounting methods which 
underlie the financial income and sur- 
plus statements being submitted to in- 
vestors, make impossible such compati- 
sons. 

Not only does one investment com- 
pany utilize accounting methods di 
ametrically opposed to those in use by 
another with respect to the computa 
tion of profits or losses upon the dis- 
position of securities, but also in com 
nection with the carrying value of se 
curities which may vary as between 
original cost, market value, lower of 
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cost or market, written-down value, 
values arbitrarily fixed in exchanges, 
and values taken over in mergers and 
consolidations. 

Due to write-downs by some com- 
panies and not by others, profits re- 
ported by one and losses by the other 
may represent equal rather than better 
and poorer performances. Unrealized 
profits and losses also are dependent 
upon carrying values. The unrealized 
depreciation by one company cannot 
be regarded unfavorably when com- 
pared to unrealized appreciation re- 
ported by another so long as carrying 
values of the two companies vary. Also 
involved is the varied treatment of 
stock dividends and rights received. 

It is this handicap of these funda- 
mental differences in the methods of 
accounting revolving around the port- 
folio, the chief asset of investment 
companies, which needs to be over- 
come if so essential a requirement for 
investors as a comparable basis of fi- 
nancial statements of one investment 
company with those of others of the 
same class can be fully and successfully 
met. 


CERTIFICATES CRITICISED 


Accountants’ certificates which ac- 
companied statements sent to stock- 
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holders were often characterized by 
equivocal phrases and material omis- 
sions. The statements themselves ap- 
pear to have been more often inscru- 
table than informative. With respect 
to content they ranged from the merely 
inadequate by today’s standards to the 
misleading, the greater number falling 
somewhere between the two extremes. 
The conclusion seems unavoidable that 
large numbers of stockholders were led 
to repose confidence in reports which 
would otherwise have aroused their 
suspicion, by the very presence in these 
reports of the names and certificates of 
certified public accountants. 

Although this may have resulted in 
some measure from the failure of the 
public to apprehend the limited nature 
of the accountants’ engagement or 
from the fact that those limits were not 
made known, the study discloses that 
even within the scope of their con- 
tractual duties the work of many ac- 
countants was replete with faults, both 
of omission and commission, which 
contributed materially to the end re- 
sult. It is a commonplace, to which 
the present study gives point and sub- 
stance, that protection which does not 
protect is more dangerous than none at 


all. 


Provision for Recovery of Double 
Payments of Unemployment Taxes 


Commissioner of Internal Revenue 
Guy T. Helvering in a statement issued 
October 18 called attention to section 
701 of the recently enacted Second 
Revenue Act of 1940. This section is 
of particular interest to employers who 
failed to pay their contributions to 
state unemployment funds for 1936, 
1937, 1938, or 1939 in time to entitle 
them to the credit against the Federal 
unemployment tax for those years. 

The section provides that if contri- 
butions for 1936, 1937, or 1938 are 
paid to the state on or before Decem- 
ber 6, 1940, the amount of such con- 
tributions will be allowable as credit 
against the federal tax for those years. 
The amount of such credit however 


may not in any case exceed 90 per cent. 
of the tax against which it is applied. 
Under the law as it existed prior to the 
enactment of this section, credit against 
the tax for the years 1936, 1937, and 
1938 was allowable only if the con- 
tributions for those years were paid 
ptior to October 9, 1939. 

The section provides also that em- 
ployers may receive credit against the 
federal unemployment tax for 1939 if 
the contributions for that year are paid 
to the state on or before December 6, 
1940. The amount of such credit, 
however, will be limited to 90 per 
cent. of the amount which would have 
been allowable as credit had the con- 
tributions been paid on or before the 
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date fixed for the filing of the em- 
ployer’s return for such year. This 
date, unless otherwise extended, was 
January 31, 1940. 

In many instances, Commissioner 
Helvering explained, employers of 
eight or more who were denied the 
credit because of late contributions 
have filed claims for refund or abate- 
ment. In other instances the Bureau 
ot Internal Revenue has information 
which will permit the prompt adjust- 
ment of the returns. It was pointed 
out, however, that the Bureau prob- 
ably does not have a record of some 
employers who paid the full amount 
of the federal tax and also made full 
contributions to the state unemploy- 
ment funds. In such cases, it was em- 
phasized, the taxpayers affected have 
the privilege of filing claims for re- 
funds. Such claims may be filed within 
four years from the date the federal 
tax was paid to the collector and will 
be considered for allowance, provided 
the contributions to the state unem- 
ployment funds have been made on or 
before December 6, 1940. When re- 
funds are made under this relief pro- 
vision, the law provides that no inter- 
est shall be allowed. 

The new law also provides special 
relief for the years 1936, 1937, 1938, 
and 1939 in bankruptcy proceedings 
and other cases in which the assets of 
the taxpayer are in the custody or con- 
trol of a court. 


Durable Goods Industries Advance 
35 Per Cent 

New orders received by manufacturers 
during September jumped to a new high 
for the year, the Department of Com- 
merce reported on October 30. 

September shipments also reached a 
new peak for 1940. The spurt in new 
business lifted the totals of unfilled or- 
ders more than 15 per cent. above the 
already high August level. 

The Department’s new order index for 
all industry stood at 165 for September 
(January 1939 = 100), approximately 
equal to the peak of the buying wave last 
autumn. New orders rose 25 per cent. 
above the heavy August volume, the dur- 
able goods industries setting the pace 
with a 35 per cent. gain. But incoming 
business in the nondurable goods groups 
also rose very substantially—increasing 
one-fifth. 

Manufacturers’ inventories during Sep- 
tember showed no significant rise, 








Classifications of white collar em- 
ployees who need not be paid over- 
time after 40 hours a week, were fe- 
defined in amended regulations af- 
fecting almost all interstate commerce 
establishments, which were  an- 
nounced on October 14 by Colonel 
Philip B. Fleming, Administrator of 
the Wage and Hour Division, United 
States Department of Labor. The 
regulations went into effect October 
24, 1940, the same day on which the 
standard work week under the Fair 
Labor Standards Act (Federal Wage 
and Hour Law) became 40 hours, a 
reduction from 42 hours. 

The principal change in these reg- 
ulations under the Act is a separate 
definition for ‘administrative’ em- 
ployee, heretofore defined together 
with “executive.” An executive as de- 
fined remains one whose primary 
duty consists in management and 
who, among other qualifications, re- 
ceives $30 a week or more. Adminis- 
trative employees are more broadly 
defined in the new regulations to in- 
clude those whose duties, while im- 
portant and associated with man- 
agement, are functional rather than 
supervisory, and who are paid “a 
salary commensurate with the im- 
portance supposedly accorded the du- 
ties in question.” The regulations re- 
quire that such a salary be not less 
than $200 a month. 

“Protection for the typical white 
collar worker from inconsiderate ex- 
ploitation as to his or her working 
hours will continue,” said Colonel 
Fleming in issuing the new regula- 
tions. “These workers will also con- 
tinue to have the protection of Sec- 
tion 6, requiring that they be paid at 
least $12 for a 40-hour week, and in 
certain industries operating under 
wage orders establishing various 
higher minima, at least $13, $14, or 
$16 a week. With few exceptions 
the employer representatives who 
testified at our ‘white collar’ hear- 


New Definitions of “Executive” and 
“Administrative” Employees 


ings agreed that most clerical work- 
ers should have this protection. They 
asked that some impractical situa- 
tions be solved. We feel that these 
new regulations solve them. They 
called to our attention instances of 
salaried employees with important 
functions whose work was difficult 
to measure in hours. Yet they did 
not come under our definition of ‘ex- 
ecutive (and) administrative,’ usu- 
ally because they did not supervise 
other employees. The solution is this: 
If these employees work at non- 
manual assignments which require 
the exercise of discretion and inde- 
pendent judgment, and if they re- 
ceive $200 a month or more, they 
need not record their hours or be 
paid overtime under the law. 


AMENDMENTS NotT RETROACTIVE 


“These amendments are not retro- 
active. The Division’s original defi- 
nition of ‘executive (and) adminis- 
trative’ which was worked out at a 
conference attended by a group of 
business leaders, was a legal defini- 
tion. 

“During the first month of this 
Division’s operation, my predecessor, 
Elmer F. Andrews, publicly invited 
persons aggrieved by this definition 
to petition for its revision. No for- 
mal petitions were received. One of 
the first things I did upon becoming 
Administrator was to announce my 
readiness to conduct a hearing into 
the inequities caused by this defini- 
tion. Petitions were filed by a num- 
ber of associations and individuals. 
A great many persons signified their 
intention to testify. We held four 
hearings for groups of industries. 
We also included our definitions of 
‘professional’ and ‘outside salesman’ 
in the agenda. The revisions which 
went into effect October 24, the sec- 
ond birthday of the Act, are the re- 
sult of these hearings at which more 
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than 200 persons testified, either 
orally or through submission of 
briefs. The record grew to more than 
2,000 pages, and included extensive 
studies made by trade associations 
and unions.” 

In issuing the new regulations, 
Colonel Fleming made public the re- 
port and recommendations of Harold 
Stein, Assistant Director of the Hear- 
ings Branch of the Division, who 
presided at the four hearings held 
during the summer on proposed re- 
visions. “These recommendations,” 
said Colonel Fleming, “will be the 
Division’s construction of the regula- 
tions until and unless they have to be 
amended in part because of expeti- 
ence or because of authoritative de- 
cisions of the courts.” 


Wuo ARE EXECUTIVES? 


The provision in the original def- 
nition for executive which caused 
more questions than any other was 
the requirement that an executive do 
no substantial amount of the work 
done by his subordinates. The new 
regulations answer the question, 
“What is substantial?” ‘‘Substantial” 
means more than 20 per cent. on an 
hourly basis. Thus, a foreman listed 
on the payroll records as exempt 
from overtime because he comes un- 
der the “executive” definition, whose 
subordinates work 40 hours a week, 
may work eight hours at the same 
kind of work. More than eight hours 
of such work would make him 4 
working foreman and legally necessi- 
tate payment of at least time and one 
half his regular rate for his work in 
excess of 40 hours a week. Most rep: 
resentatives of industry at the four 
hearings were in agreement that the 
working foreman should be paid 
overtime. 

How extensively any definition of 
an “executive” affects American it 
dustry is remarked on in Mr. Stein's 
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report. “It should be noted,” the re- 
port says, “that executive employees 
are an essential feature of all in- 
dustry. Many employers employ no 
administrative employees, as the term 
is used herein; thousands have no 
occasion to employ professional em- 
ployees, in any sense of the term. 
... » Executives—high and low— 
exist and must exist everywhere.” As 
railroads are exempt from hours reg- 
ulation, the Division’s definition of 
“executive” and ‘‘administrative” 
will not affect that industry. Em- 
ployees of retail or service establish- 
ments, the greater part of whose sell- 
ing or servicing is in  intra-state 
commerce, are not covered by the wage 
not the hour provisions of the Act. 


New DEFINITION OF 
“PROFESSIONAL” EMPLOYEE 


The definition for an employee 
employed in a “professional” ca- 
pacity and thereby exempt from 
overtime requirements has been 
broadened by including the artistic 
professions and narrowed by the re- 
quirement that the ‘‘professional”’ 
employee exempt from overtime re- 
quirements must be paid $200 a 
month or more. The $200 salary re- 
quirement does not apply to licensed 
members of the legal and medical 
professions. Under the regulations, 
there is no legal obligation to pay 
graduate chemists, engineers, and the 
like, $200 a month. But if they are 
not paid $200 a month, they must be 
paid time and one half for all work 
over 40 hours a week. 

The definition of “outside sales- 
man” is broadened to exempt from 
minimum wage and overtime pay 
tequirements “‘driver-salesmen.” It 
is further amended to assure the ex- 
emption of advertising solicitors sell- 
ing publication and radio advertising 
contracts, and freight solicitors. 

While the hearings did not deal 
with the exemption of “employees 
employed in a local retailing capac- 
ity,” as the original definition had 
taised few questions, the amended 
tegulations make one change in this 
definition. The phrase, “who does no 
substantial amount of work of the 
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same nature as that performed by 
non-exempt employees,” occurs in 
the original definition. The amended 
definition substitutes for “no sub- 
stantial amount of work’ the words 
“whose hours of work . . . . do not 
exceed 20 per cent. of the number of 
hours worked in the work week—by 
. ... mon-exempt employees.” 

The Administrator has _ broad 
powers, not only to define but to 
delimit the extent of these exemp- 
tions under Section 13(a)(1) of the 
Act which reads, ‘The provisions of 
sections 6 (minimum wages) and 7 
(maximum hours) shall not apply 
with respect to (1) any employee 
employed in a bona fide executive, 
administrative, professional or local 
retailing capacity, or in the capacity 
of outside salesman (as such terms 
are defined and delimited by regula- 
tions of the Administrator).” 


Six TESTS OF “EXECUTIVE” 


Under the new definition an “ex- 
ecutive” employee, to be carried on 
the payroll records as exempt from 
overtime, must meet six tests: 

(1) His primary duty consists of 
the management of the establishment 
in which he is employed, or a cus- 
tomarily recognized department or 
subdivision thereof. 

(2) He customarily and regularly 
directs the work of other employees 
therein. 

(3) He has the authority to hire 
or fire other employees, or his sug- 
gestions and recommendations as to 
the hiring or firing and as to the 
advancement and promotion or any 





387 


other change of status of other em- 
ployees are given particular weight. 

(4) He customarily and regularly 
exercises discretionary powers. 

(5) He is compensated for his 
services on a salary basis at not less 
than $30 per week (exclusive of 
board, lodging or other facilities). 

(6) His hours of work of the 
same nature as that performed by 
non-exempt employees do not ex- 
ceed 20 per cent. of the number of 
hours worked in the work week by 
the non-exempt employees under his 
direction. But this sixth requirement 
does not apply in the case of an em- 
ployee who is in sole charge of an 
independent establishment or a phys- 
ically separated branch establishment. 

This definition is the original defi- 
nition for ‘executive (and) admin- 
istrative’ with minor revisions. It 
now defines “executive” alone. The 
report, based on the record of the 
hearings, notes that the words “or 
subdivision” in the first requirement 
have been added to the original defi- 
nition at the suggestion of the Edi- 
son Electric {nstitute. 

The report notes that there were 
requests to term group supervisors 
as “executives” along with those 
whose primary duty is the manage- 
ment of a customarily recognized de- 
partment or subdepartment. As to 
this, the report reads, “It would re- 
quire a strange interpretation of 
‘bona fide’ executive to include such 
groups of supervisors within the 
term. It would seem improper to 
give as imposing a title as ‘execu- 
tive’ to a person who supervises a 





applies, and who are exempt. 





Colonel Philip B. Fleming, Wage-Hour Administrator, and his 
assistants, have been splitting hairs at a great rate down in 
Washington, and the result is the business world has some new 
definitions of what constitutes an ‘’executive,’’ and what an 
“administrative’’ worker. If the Colonel, or one of his assistants, 
says so some white collar workers may be exempted from appli- 
cation of the hour limitation, and overpay, under these new 
definitions, but an employer must do a lot of computing of per- 
centages to find out how a given employee rates. 

Business is absorbing this shock as it has many others, and is 
hoping for the best. It is now 40 hours a week, as an hour 
limitation, and the scramble is still on to find out to whom it 
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collection of men performing a job, 
or a series of jobs, but whose respon- 
sibilities do not include the kind of 
permanent status that is properly as- 
sociated with the management of a 
recognized department.” 

In the third requirement, the 
wording is changed to read “hire or 
fire” instead of “hire and fire.” In 
the fifth requirement the words “on 
a salary basis” are in addition to the 
original definition. The last require- 
ment substitutes “no more than 20 
per cent. of the hours worked” for 
the phrase, “‘no substantial amount of 
work” in the original definition. It 
is the hours worked by the subordi- 
nates, not the total worked by the 
executive, to which the 20 per cent. 
applies. The exception in the case of 
the employee in sole charge of an in- 
dependent establishment takes care of 
problems such as presented by the 
Pittsburgh Plate Glass Company with 
reference to its branch managers. 


DIFFERENCE BETWEEN EXECUTIVE 
AND ADMINISTRATIVE 


In discussing the term ‘‘administra- 
tive,” the report of the presiding of- 
ficer at the hearings says, ““A consid- 
erable number of the proposed re-defi- 
nitions submitted to the Administrator 
conceive of ‘administrative’ as merely 
a lower form ‘executive.’ While such 
a distinction might be appropriate for 
some other purposes, it would be 
clearly inappropriate in establishing 
definitions for two terms which must 
not overlap if effect is to be given to 
each of the words of an Act of Con- 
gress.” 

The report points out that although 
the terms “executive” and ‘‘administra- 
tive” “are in a large degree overlap- 
ping in common usage, it is both ur- 
gent and appropriate to limit the term 
‘executive’ to persons whose duties in- 
clude some form of managerial au- 
thority—to persons who actually di- 
rect the work of other persons. The 
term ‘administrative’ can thus be tre- 
served for persons performing a variety 
of miscellaneous but important func- 
tions in business. This latter group is 
large in modern industrial practices 
and includes typically such persons as 





aid 
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bank tellers, personnel managers, credit 
managers, buyers, supervisors of ma- 
chine tools, safety directors, claim 
agents, auditors, wage rate analysts, tax 
experts and many others.” 

The Southern States Industrial Coun- 
cil proposed a definition for “‘ad- 
ministrative” which would remove 
wage and hour protection from all 
white collar employees given annual 
vacations and sick leave. The Indi- 
ana Manufacturers Association pro- 
posed exempting all those paid $18 a 
week and more, and their assistants, 
without salary qualifications. 

Three types of “administrative” em- 
ployees are exempted by the new defi- 
nition for that term. All must be paid 
$200 a month or more (exclusive of 
board, lodging or other facilities) ; all 
must be engaged in non-manual work 
which requires the exercise of discre- 
tion and independent judgment. The 
first type exempted is one who regu- 
larly and directly assists an executive 
or another exempt administrative em- 
ployee. The second is one who per- 
forms under only general supervision 
office or field work directly related to 
management policy or general busi- 
ness operations along specialized or 
technical lines requiring special train- 
ing, experience, or knowledge. And 
the third is one whose work involves 
the execution under only general su- 
pervision of special assignments or 
tasks directly related to management 
policies or general business operations. 


TITLES CAN BE HAD CHEAPLY 


As to the salary requirement, the re- 
port states, “The employees for whom 
exemption is sought under the term 
‘administrative’ have extremely diverse 
functions. It is further evident that 
in many instances their function is 
difficult to identify, although it may 
well be important. In such a situation, 
the final and most effective check on 
the validity of the claim for exemption 
is the payment of a salary commensu- 
rate with the importance supposedly 
accorded the duties in question. Fur- 
thermore, a title alone is of little or no 
assistance in determining the true im- 
portance of an employee to the em- 
ployer. Titles can be had cheaply and 








are of no determinative value. Thus, 
while there are some superintendents 
of maintenance who qualify for ex- 


emption under Section 13(a) (1) 
(normally under the term ‘execu- 
tive’), it is not hard to call a janitor 
a ‘superintendent’ or a ‘superintendent 
of maintenance’ if some result desir- 
able to the employer will flow there- 
from.” 

Overtime may be disregarded for a 
professional employee only when his 
pay is $200 a month or more (ex- 
clusive of board, lodging, or other fa- 
cilities) and who is customarily and 
regularly 


(A) engaged in work 
(1) predominantly intellectual and var- 
ied in character as opposed to 
routine mental, manual, mechan- 
ical, or physical work, and 
(2) requiring the consistent exercise 
of discretion and judgment in its 
performance, and 
(3) of such a character that the out- 
put produced or the result ac 
complished cannot be standardized 
in relation to a given period of 
time, and 
(4) whose hours of work of the same 
nature as that performed by non- 
exempt employees do not exceed 
twenty per cent. of the hours 
worked in the work week by the 
non-exempt employees; provided 
that where such non-professional 
work is an essential part of and 
necessarily incident to work of 4 
professional nature, such essential 
and incidental work shall not be 
counted as non-exempt work; and 
(5) (a) requiring knowledge of an ad- 
vanced type in a field of science 
or learning customarily ac 
quired by a prolonged course 
of specialized intellectual in- 
struction and study, as distin- 
guished from a general academic 
education and from an appren- 
ticeship, and from training in 
the performance of routine men- 
tal, manual, or physical proc 
esses; Or 
(b) predominantly original and 
creative in character in a recog: 
nized field of artistic endeavor 
as opposed to work which can 
be produced by a person ef 
dowed with general manual of 
intellectual ability and training, 
and the result of which depends 
primarily on the invention, im- 
agination or talent of the em 
ployee, and 
(B) compensated for his services on a salary 
or fee basis at a rate of not less that 
$200 per month (exclusive of board, 
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lodging, or other facilities) ; provided 
that this subsection (B) shall not ap- 
ply in the case of an employee who is 
the holder of a valid license or certifi- 
cate permitting the practice of law or 
medicine or any of their branches and 
who is actually engaged in the practice 
thereof. 


The original definition did not apply 
a salary requirement to “profesional” 
employees. Originally, a “professional” 
employee had to be one who exercises 
discretion and judgment “both as to 
manner and time of performance as 
opposed to work subject to active di- 
rection and supervision.” Subsection 
(A) (2) is a revision of this require- 
ment. As in the case of “executive,” 
the phrase “no substantial amount of 
work of the same nature as that per- 
formed by non-exempt employees’’ has 
been changed to ‘‘20 per cent. of hours 
worked.” 


ARTISTIC PROFESSIONS ADDED TO 
EXEMPT CLASS 


Subsection (5) (b) has been added 
to allow the exemption of employees 
in the artistic professions in the broad 
sense of the word. The report and 
recommendation showed that this is 
meant to include certain employees 
who are writers, photographers, mo- 
tion picture actors, musicians, painters, 
and the like. 

“Outside salesman’ is defined as an 
employee 
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(A) who is employed for the purpose of 
and who is customarily and regularly 
engaged away from his employer's 
place or places of business in 
(1) making sales within the meaning 
of Section 3 (k) of the Act; or 

(2) obtaining orders or contracts for 
the use of facilities for which a 
consideration will be paid by the 
client or customer, and 

(B) whose hours of work of the same na- 
ture as that performed by non-exempt 
employees do not exceed twenty per 
cent. of the number of hours worked in 
the work week by such non-exempt 
employees; provided that work per- 
formed incidental to and in conjunc- 
tion with the employee’s own outside 
sales or solicitations, including inci- 
dental deliveries and collections, shall 
not be regarded as non-exempt work. 


The original definition for ‘‘outside 
salesman’”’ included this sentence, “For 
the purpose of this definition, recur- 
rent, routine deliveries, whether or not 
prior orders are placed by the purchas- 
ers, and collections, shall not be con- 
sidered sales.’’ The elimination of this 
sentence, the recommendation showed, 
is intended to allow salesmen who 
drive a truck and make deliveries to be 
considered exempt. 

“Sales” is defined in the Act—Sec- 
tion 3(k). This definition, the report 
notes, does not cover certain transac- 
tions such as the sale of radio time and 
of advertising space in newspapers and 
periodicals. In order to exempt this 
work from overtime requirements, Sec- 
tion (A) (2) has been added to the 
original definition. 


Fourth Conference of Utility 
Company Accountants in Detroit 


Another conference of public utility 
accounting officers is announced to take 
place in Detroit, December 3 and 4, 
at the Book-Cadillac Hotel. This will 
be the fourth affair of its kind. The 
three previous conferences were largely 
attended and proved to be effective in 
bringing about a clear understanding 
of the problems of accountants in that 
field. The affair is sponsored by the 
American Gas Association and by the 
Edison Electric Institute. 

Reflecting the mutual belief that ac- 
counting activities of both industries 


ou 
gy 


will benefit greatly through co-ordina- 
tion of research on common problems, 
this year’s conference will bring to- 
gether the corresponding accounting 
groups of the two associations. Con- 
siderable emphasis is being placed on 
separate meetings of specialized 
groups, but the two general sessions 
have been planned so as to capture and 
hold the interest of visitors concerned 
with public utility accounting in any 
of its branches. 

Chairmen E. N. Keller and G. H. 
Bourne, leaders of the accounting ac- 
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tivities of the gas and electric utility 
associations, have appointed a Plan- 
ning Committee headed by Messrs. 
F. B. Flahive and Bernard Rodey. They 
are being aided by seasoned veterans 
from both associations. 

The fact that this National Account- 
ing Conference is being jointly spon- 
sored again this year is eloquent testi- 
mony of the esteem with which it has 
come to be regarded by the nation’s 
accountants, both inside and outside 
the two industries directly concerned. 
Judging from the eager interest already 
displayed, last year’s attendance of 
more than 700 will be substantially ex- 
ceeded this year. 

The principal theme this year, in 
keeping with the time honored prac- 
tice in all branches of the utility in- 
dustry, will be the matter of ways and 
means for reducing costs. Rising costs, 
particularly accounting costs brought 
about by the injection of enhanced 
regulatory requirements, have made it 
imperative that something be done to 
offset these additional operating ex- 
penses, if the industry is to continue 
another time-honored practice: that of 
reducing rates to its customers. In 
addition, the national defense program 
requires a strict husbanding of the in- 
dustries’ national resources, which is 
impossible without air tight account- 
ing. Taxation, plant accounting and 
original cost problems, and depreci- 
ation, will come in. for consideration. 

The activities of the group on classi- 
fication of accounts are rapidly taking 
form under the experienced direction 
of S. J. Barrett, chairman of the Uni- 
form Classification of Accounts Com- 
mittee of the A.G.A., and A. M. Hart- 
ogensis, who heads the corresponding 
Committee of the E.E.J. Subjects 
scheduled to date include; (1) ac- 
counting for interchange power (2) 
discussion of recent trends in newer 
uniform systems of accounts in several 
states (3) problems of uniform classi- 
fication in system companies (4) put- 
ting the system of accounts to work, 
and (5) can benefits be derived by 
classifying operating revenues. 

The Detroit Edison Company and 
the Michigan Consolidated Gas Com- 
pany will be hosts to the Conference. 








Identification of Business Trends and 


Detection of Turning Points 


While production movements in 
most industries tend to be closely re- 
lated over the major trend of busi- 
ness, there are some very important 
differences over the short term. For 
instance, a monthly or quarterly in- 
dex of new orders received by manu- 
facturers of textiles, clothing, leather 
goods, house furnishings and such 
consumers’ goods, as often as not 
moves contrary to a monthly or quar- 
terly index of orders for such goods 
as machinery, machine tools, machine 
accessories, steel, non-ferrous metals, 
and other capital goods. Likewise a 
monthly or quarterly index of orders 
for such durable consumers’ goods 
as automobiles and automobile parts, 
furniture, refrigerators, and the like, 
may show movements which do not 
appear in the other indexes. And a 
composite of orders in these three 
fields characteristically shows turning 
points which are several months 
earlier than those of such commonly 
used composite indexes as produc- 
tion, car-loadings, electric power 
production, and commodity prices. 

Careful study shows that the major 
trend of business can be identified 
by comparing the levels and direc- 
tions of new orders in the three 
fields (1) consumers’ goods, (2) con- 
sumers’ durable goods, and (3) cap- 
ital goods, to those of such factors 
as (a) the expected future national 
income based on orders already re- 
ceived, (b) the current income, and 
(c) the percentage of unused capac- 
ity in industry as a whole. 

For instance, if bank deposits are 
expanding, as long as a broad index 
of consumers’ goods new orders is 
just keeping pace with national in- 
come, and the capital goods being 
ordered are not more than 10-20 per 
cent. in excess of an index of orders 
for both durable and non-durable 
consumers’ goods, the major trend of 
business must be considered to be up- 
ward, 
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CONDITIONS WHICH INDICATE 
“Major Top” 


Each major top in business has, on 
the whole, been characterized by the 
following developments: (1) a large 
enough increase in orders for both 
consumers’ and capital goods to as- 
sure that production will rise to a 
level within 2 to 4 per cent. of pro- 
ductive capacity; (2) a further sharp 
rise in both types of orders which 
adds to the backlogs of orders but no 
longer increases potential production 
because production is already at ca- 
pacity levels; (3) a period during 
which the index of consumers’ goods 
new orders largely exceeds the level 
of consumers’ demand; (4) a period 
immediately thereafter when the in- 
dex of consumers’ goods new orders 
declines toward demand; (5) a sub- 
sequent period during which capital 
goods new orders levels off for sev- 
eral months or declines; and (6) a 
period during which there is a cumu- 
lative downturn in consumers’ and 
capital goods new orders. The last 
phase is usually accompanied by 
crashing stock and commodity mar- 
kets. 

The first two steps toward the mak- 
ing of a new top in business have al- 
ready occurred. The third phase in 
the making of a major top, the pe- 
riod during which consumers’ goods 
consumers’ 


new orders exceed de- 


mand (or retail sales) by an appre- 
ciable amount, seems to be develop- 
ing now. This phase is accompanied 
by rapid price increases which lead 
to excessive speculative commitments. 
Because of the dearth of orders dur- 
ing July and August, present indica- 
tions are that excesses comparable to 
those from December, 1936 to June, 
1937 are now apt to develop, regard- 
less of domestic and foreign political 
developments. 
SPECULATIVE PHASE Not ENDED 


The fourth phase of the topping 
process, the decline of consumers’ 
goods new orders to the level of de- 
mand, occurs when the speculative 
third phase has run its course. That 
phase of the current boom has not, 
of course, as yet arrived. In the past 
it has developed after production has 
increased to within 2 to 4 per cent. 
of productive capacity. At such a 
level it is impossible to increase that 
portion of real national income (dol- 
lar income divided by the price level) 
which flows from the production of 
industrial goods, with the result that 
it is impossible for some 4 to 6 
months for consumers’ demand _ to 
rise to the level of new orders. The 
pace of ordering is, therefore, forced 
to decline. This decline, in turn, re- 
leases pressures on plants and mar- 
kets and starts a cumulative down- 
swing. 

(Please turn to page 404) 








This paper is a summarization, made by the speaker him- 
self, of an address made by Dr. Charles F. Roos before a recent 
meeting of the Cleveland Control of The Controllers Institute 
of America, which was largely attended and proved to be ex- 
ceptionally interesting. Dr. Roos is president of The Institute 
of Applied Econometrics, in New York City. Further details con- 
cerning Dr. Roos and his attainments will be found on page 41 3. 

It is interesting to note that Dr. Roos predicts that the trend 
of business will not be straight upward for several years, but 
that there will be a major down turn late next year. 


—THE EDITOR 
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Labor the Bulwark of the System 
of Free Enterprise 


Within the space of time that it 
takes the earth to make a complete 
circuit about the sun the world has 
been plunged into a Second World 
War. For within that space of 365 
days we have seen the ruthless and 
anachronistic spirit of force as repre- 
sented by National Socialism in 
Germany; Bolshevism in Soviet Rus- 
sia; and now, more recently Fascism 
in Italy, joined in an unholy alliance, 
the purpose of which is to destroy 
liberty and freedom, justice and de- 
mocracy—the right of men to live, 
work and worship as they will. 

In this brief period of time we 
have witnessed total war, as exempli- 
fied by these three godless dictator- 
ships, massacre from the air hordes 
of helpless refugees, bombing and 
machine gunning of ambulances, hos- 
pitals and hospital ships in which the 
wounded both of the enemy and 
their own were being carried to 
safety. We have seen guest children 
succored by the people of Denmark, 
Holland and Norway returning in 
their maturity as shock troops to dis- 
honor one of the oldest rules of 
hospitality. We have learned of wide- 
spread bribery of public officials and 
military officers, of plotted treachery 
and treason by Fifth Columnists 
within the borders of nations pre- 
sumably at peace. We have learned 
of treaties entered into with great 
solemnity and then disregarded with 
an utter contempt that shocks the 
conscience of men of good will every- 
where. 

But this is not all. We have seen 
nations overrun by brute force and 
the peoples of small countries driven 
fom their homes and firesides be- 
Cause they had the temerity to be- 
lieve the plighted word of a dictator. 
We have seen no less than seven na- 
tions completely wiped out and al- 
most an equal number placed in 
complete subjection, and their an- 
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cient cultural practices swept aside 
with a barbaric disregard. We have 
seen ancient seats of learning closed, 
libraries and art museums sacked and 
what is even worse—churches, mon- 
asteries and religious orders dese- 
crated and their leaders driven away 
or, in some cases, murdered. We have 
seen the free trade unions of Europe 
one by one liquidated in the dictator 
countries, their officers thrown into 
prison, their funds confiscated, and 
the effort of a lifetime swept aside 
with ruthless disregard of human 
rights. Today religion as well as 
labor are subject to an attack as 
merciless as the world has ever 
known. 


BLACKEST IN PAGES OF HISTORY 


No person who loves freedom or 
justice or fair play or liberty and 
democracy, can contemplate what is 
taking place without grave apprehen- 
sion. When this story of cruelty, 
wanton destruction, and infamy is 
completely recorded it will make this 
twelve months one of the blackest 
years in the pages of history. 

Yet this is not the whole story of 
abomination; the tale of suicides, of 
sensitive spirits unable to withstand 
the strain of such harrowing experi- 
ence; of families separated and never 
again to be united; of scholars and 
men of science driven from their re- 
searches that might have succored 
mankind. Upon the heads of these 
tyrants rests the responsibility for 
helpless victims. The expurgation of 


these hideous deeds will be the labor 
of an eternity. 

But to the men of labor this twelve 
months has brought with it one 
tragedy after another. As Leon Jo- 
haux, the veteran leader of the Gen- 
eral Confederation of Trade Unions 
of France, said in his last message to 
America before the collapse of 
France: ‘‘Hitlerism and free trade 
unionism can not live in the same 
world.” Since Hitler’s march into 
Austria in the fateful February 1938, 
11,300,000 trade unionists in eleven 
countries have been liquidated, their 
leaders imprisoned or driven from 
their lands by a handful of irrespon- 
sible men. 

Today but one great labor move- 
ment exists in the fortress of Britain. 
There together with all other British 
citizens these men have won the ad- 
miration of the world by the manner 
in which they have withstood the 
senseless but ruthless pounding of 
the fanatical would-be invaders. 

The plain people of Britain do 
know what this conflict is about. 
They are determined to see it 
through and to a victorious end. And 
the British workers have proved 
themselves not only faithful defend- 
ers of the realm but men who can 
administer the affairs of a great na- 
tion where embattled by a ruthless 
foe. 

Labor in Britain is not merely be- 
hind the government. It is a part of 
the government in its heroic struggle. 
They know full well that the liber- 
ties of common man would not sur- 








This address by Mr. Matthew Woll was a part of the program of 
the Ninth Annual Meeting of The Controllers Institute of Amer- 
ica. It proved to be one of the high spots of a most intensive 
program, and was received with well merited applause and ac- 
claim. It is not necessary to go into detail as to who Mr. Woll is. 
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vive a totalitarian victory. It is this 
that has prompted British labor to- 
gether with all sections of the coun- 
try to place themselves “upon the 
altar of the nation and the allies,” to 
quote Ernest Bevin, the Minister of 

_abor, a labor man. 

One of the first acts of the Win- 
ston Churchill government in May 
was to pass through Parliament a 
law placing labor, factories, private 
business, in fact everybody and ev- 
erything under the direct control of 
the government. Naturally we are 
watching the progress of this experi- 
ment to see to what extent the dem- 
ocratic system, in an hour of national 
crisis, can match the totalitarian form 
of government in organizing labor 
and production in the nation’s de- 
fense. 

Three men are chiefly responsible 
for its success; Herbert Morrison, 
member of the British Labor Party, 
Minister of Supply; Hugh Dalton, 
Minister of Economic Warfare, and 
sole organizer of millions of British 
workers in the most widespread 
labor reform since the disappearance 
of feudalism; Ernest Bevin, Minister 
of Labor and National Service. Mr. 
Bevin was formerly the general sec- 
retary of the International Transport 
Workers Federation and one of the 
most powerful leaders in the English 
trade union movement. 

Mr. Bevin has undertaken to see 
that every British man and woman is 
assigned to the task in which he or 
she can contribute most toward the 
production of munitions, equipment 
and supplies for the forces and to- 
ward the export drive by which Bri- 
tain hopes to obtain essential foreign 
exchange. In certain respects his 
powers are almost dictatorial. He 
may find it necessary to move groups 
of workers from one part of the 
country to distant factories engaged 
in essential production; the shortage 
of skilled labor may mean that the 
supply of skilled workers must be 
“diluted” and distributed among 
many factories; other skilled men 
must be withdrawn as instructors to 
train semi-skilled and unskilled labor 
to meet the demands of the war in- 
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dustries. The same is true of indus- 


try. 


APPLIES TO INDUSTRY, TOO 


Mr. Bevin and the other members 
of the production triumvirate may 
take over any plant they deem essen- 
tial—liquidate its business—assign 
the employees to other work—includ- 
ing management, and in case of hard- 
ship decide to grant immediate com- 
pensation, though in general all 
claims are postponed until the end 
of the war. 

In addition we are advised of the 
iron determination of the responsi- 
ble executives of more than two 
hundred trade unions and federa- 
tions that make up the British Trade 
Union Congress, to press forward in 
this struggle to secure a successful 
prosecution of the war. Here, then, 
we find the working people of Eng- 
land with all other sections of the 
country, immovably set in their de- 
termination that Hitler and his asso- 
ciates shall not conquer nor force 
them to surrender a single inch of 
the British Commonwealth to their 
aggression. 

Here for the first time in the his- 
tory of England every penny, every 
inch of land, every item of wealth, 
every factory and workshop is now 
at the disposal of the nation. Private 
individuals can be compelled to sub- 
ordinate private gain for the com- 
monwealth. The government has 
taken immediate action to control 
factories and production. In a word, 
we are advised that these ancient lib- 
erties of the British people as well 
as their properties and possessions 
have now been dedicated to the serv- 
ice of a great cause. But that has 
been done by a free people in a great 
act of ,self-denial in the face of a 
most severe and grave crisis. 


WuatT Is LESSON FOR AMERICA? 


What is the lesson for America in 
all of this? I think it must be quite 
clear to everyone that the conflict 
abroad is one of conquest for the 
control of that continent and of such 
other areas as may be necessary to 








feed and supply a highly industrial. 
ized Europe under German domina- 
tion. It is a war which, while di- 
rected primarily against Germany’s 
neighbors, has as its ultimate objec- 
tive the command of the sea com. 
munications of the world. These 
considerations lie behind the increas. 
ingly aggressive attitude of the Ger- 
man press and representatives in 
Latin America, and the Fifth Col- 
umn within our land. 

The rulers of Germany instinc- 
tively recognize that the people of 
the United States are necessarily 
hostile to the accomplishment of 
German designs. It is clearly appar- 
ent that not alone the markets of 
South America are in danger of Ger- 
man and Italian, and to some degree 
Russian influences, but our own 
home markets will suffer likewise 
should Germany and Italy and Rus- 
sia conquer Great Britain. It is not 
alone a question of whether we shall 
or shall not go to war. It is essen- 
tially important to us that the sea 
command of the Atlantic shall not 
pass into German hands and the Ps. 
cific into the hands of Japan. 

What then are our duties and re 
sponsibilities as citizens of a free na- 
tion? Most assuredly it is that in 
world which has been rocked to its 
foundation by a totalitarian revolu- 
tion it would be utter folly not to 
prepare to make America impregni- 
ble against any attack from whatever 
quarter or on whatever pretext. 
There must be national defense ad- 
equate to the protection of our con- 
tinental or hemispheric zone of in 
terests—a defense founded on con: 
temporary technology of war. 

The challenge to us is to save 
America from the fate overshadow: 
ing the very few remaining democrs 
cies abroad. The challenge to us & 
to realize the necessity to pre;are fot 
whatever betides our people. 

Let us not prove incompetent, 
fumbling—or permit ourselves to be 
come paralyzed by our own internal 
politics. Let us put to use immed: 
ately and effectively science and if- 
vention for our own preservation and 
for the use of those fighting for the 
supremacy of Democracy the world 





ove! 
in O 
in ¢ 


i is 
nere 


defe 
dent 
esset 
tion 
air 1 
tence 
datec 


We 
ful tl 
wat. 
natior 
tions 
their : 
prevet 
be the 
every 
manif. 
ment ° 
stitute 
diplon 
let the 
but let 
of rigt 
It is 
do no 
policy 
the adc 
fied in 
careful 
our lik 
foreign 
defense 
Whil 
steady 
would 
Ness rey 
is not s 
present 
ture anc 
tion mu 
precede: 
in gover: 
labor o 
terests 
ona prq 
that w 
there wi 
Or restr 














‘rial. 
1ina- 
> di- 
Any’s 
bjec: 
com- 
"hese 
reas- 
Ger- 
s in 
Col- 


stinc- 
le of 
sarily 
t a 
p pat: 
ts of 
Ger- 
egree 
own 
ewise 
Rus- 
s not 
shall 
>$sen- 
e se 
1 not 
ie Pa 


id re: 
2e Na 
; ie 
to its 
>volu- 
ot to 
‘egna 
atever 
“etext. 
se ad: 
r con 
of in- 
1 CON: 


» save 
adow: 
nocta 
y us 1s 
ire for 


detent, 
to be 
ternal 
nmedi: 
nd in 
on and 
For the 
world 








over. And let that be accomplished 
in our own American way, voluntary 
in character, while yet the time is 
here. 

For the moment provision of this 
defense is in the hands of the Presi- 
dent and Congress. However, it is 
essential that there be a concentra- 
tion of our best military, naval and 
air intelligence and civilian compe- 
tence in this problem, and a consolli- 
dated program evolved. 


PREVENTION OF EMBROILMENT 
PARAMOUNT 


We should and ever must be mind- 
ful that as a nation we are not at 
war. We are still at peace with all 
nations of the world. Our prepara- 
tions for defense should have for 
their first and principal objective the 
prevention of war. Whatever may 
be the personal feelings of each and 
every one of us—and while free to 
manifest these feelings, as a govern- 
ment we must be careful not to sub- 
stitute a diplomacy of abuse for a 
diplomacy of firm correctness. Yes, 
let the world understand our might, 
but let them as well realize our sense 
of right and love of peace. 

It is important moreover that we 
do not let a defense preparedness 
policy and psychology lead us into 
the adoption of measures only justi- 
fied in a state of war. We must be 
careful that in our effort to protect 
our liberties and freedom against 
foreign attack, we do not leave them 
defenseless against attack from within. 

While the confidence inspired by a 
steady policy of wooing business 
would undoubtedly lead to a busi- 
ness revival of some magnitude, this 
is not sufficient in itself to meet the 
present distress in business, agricul- 
ture and unemployment. Positive ac- 
tion must be taken, and this must be 
preceded by a conference of leaders 
in government, business, agriculture, 
labor organization and consumer in- 
terests held to work out and agree 
on a program of positive action. In 
that way we may be assured that 
there will be a minimum of limitation 
or restriction on the rights and liber- 





The Controller, November, 1940 


ties of all concerned and only for the 
time of emergency. 


A. F. oF L. IN Accorp 


The efforts of our government to 
prepare for the national defense de- 
serve the united and unlimited sup- 
port of the American people. In the 
urgency of the present national emer- 
gency, labor here in America, and 
as represented by the American Fed- 
eration of Labor, places itself in the 
main in accord with measures thus 
far approved for purposes of ad- 
equate defense throughout the West- 
ern Hemisphere. 

We are not unmindful that a con- 
stantly increasing pressure for mili- 
tary preparedness may threaten some 
of the fundamentals of our structure 
as a democracy. Legislative standards 
for safety and security of life are be- 
ing jeopardized in the interests of 
the “emergency” and of a possible 
war. Standards of work and of work- 
ing conditions secured through col- 
lective action are being threatened. 
Free enterprise is likewise being sub- 
jected to limitations and restrictions 
heretofore conceived impossible ex- 
cept in a time of war. 

Nevertheless labor, as represented 
by the American Federation of La- 
bor, has cooperated in a full measure 
and will continue to cooperate with 
our government in its preparedness 
plans. We have expounded a phil- 
osophy which proclaims that loyalty 
to labor unions presupposes loyalty 
to our government. This is both pri- 
mary and basic. 

In pledging universal support to 
our government we insist upon the 
assurance that social, industrial, and 
economic standards thus far attained, 
whether in public or private employ- 
ment, will be maintained. In return 
we assume in a full measure the task 
and responsibility for service the 
highest order in industry and for the 
government. 

The full use of our material re- 
sources, the construction of naval 
vessels, airplanes, tanks, guns and 
war material, is but a part of na- 
tional preparedness. Full realization 
of any goal set for the production of 
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material to be used in the creation 
of adequate national defense neces- 
sarily involves the creation of an 
army large and strong and efficient 
enough to man our defenses and to 
resist successfully any attempt by any 
enemy, however large or powerful it 
might be, to set foot on our home- 
land. We would have preferred that 
the government had attempted to 
mobilize an adequate man-power for 
national defense by the voluntary en- 
listment rather than by the compul- 
sory method of conscription. We re- 
alize existing dangers underlying 
such military measures in a time of 
peace and it is our hope that these 
dangers may be averted, and that the 
emergency that prompts such com- 
pulsory requirements may soon pass 
away. 


Hopes OF LABOR 


We had hoped that all who may 
be required to render military service 
would be assured that they will not 
be called upon individually or collec- 
tively to engage in a foreign war or 
be sent abroad to become involved in 
a foreign war. We are still hopeful 
no such requirement may be en- 
tailed in a service designed for de- 
fense of our homeland, our conti- 
nent, our western hemisphere. Then, 
too, we are greatly concerned that 
workers called to do compulsory mil- 
itary service shall not suffer by rea- 
son of an enforced interruption in 
their civil work and undertakings; 
that they should not be called on to 
sacrifice their jobs, their earnings 
and opportunities to earn, without 
assurance of reemployment, rehabili- 
tation, and adequate compensation. 

Here in America we have builded 
up a high standard of living under 
our democratic institutions and a 
free economy. Workers and their 
families have come to enjoy these 
higher standards of living. It means 
to them the whole of their economic 
and social life. Democracy has thus be- 
come endeared to them. They must 
be assured that in the defense of our 
democratic institutions and a free 
economy, they are not to suffer a loss 
or a lowering in their standards of 
work and of living. 
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The American standard of living 
is the product of high wages to pro- 
ducers and low prices to consumers. 
The road to national safety lies in 
maintaining and constantly increas- 
ing real wages. The way to accom- 
plish that is by ever improving our 
methods and processes of production 
and of distribution. The only way 
that industry can expand is by ever 
raising the standards of living and 
not by a lowering of wages or by in- 
creasing the hours of service. 

Then, too, in any program for na- 
tional defense we must embrace con- 
sideration for those unfortunately un- 
employed or perhaps to become 
unemployed by a shifting of eco- 
nomic endeavors made essential by 
military requirements. This problem 
of unemployment is one of the most 
difficult of all economic problems 
presented for solution. We are con- 
fident all demands for skilled and 
semi-skilled workers can be met in a 
reasonable way, if properly regis- 
tered and mobilized. We believe no 
change, however, should be made in 
our employment situation until those 
who are idle are accorded an oppor- 
tunity to work and earn a living un- 
der prevailing standards of employ- 
ment and compensation. 


First Duty TO ABSORB 
THE UNEMPLOYED 


We believe our first duty is to ab- 
sorb the unemployed; then if neces- 
sary, and only then, to work over 
scheduled hours of work and at over- 
time rates. 

Our appeal to management as well 
as to our government and to all of 
our people is for the preservation 
and perpetuity of the great system of 
free enterprise, free labor and free 
possessions, under which alone free- 
dom, liberty and democracy can 
flourish. No other system can make 
secure the rights of man. No other 
political economy can make for per- 
manent progress and the full attain- 
ment of those capabilities and abil- 
ities with which God or nature has 
endowed the individual. 

With the growth of great indus- 
trial and governmental forces and 
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controls, we must continue to add 
unceasing protections from abuse 
and exploitation. We must be liberal 
in reward to those who add service, 
material or spiritual wealth to our 
land. It is vital that the opportunity 
in life shall be preserved; that the 
frontier of initiative and of free en- 
terprise shall not be closed; that the 
future shall not be burdened by un- 
bearable debt; that our lives and op- 
portunities shall not be unduly cir- 
cumscribed and limited; that our 
individual liberties and responsible 
constitutional government as opposed 
to un-American regimentation and 
beaurocratic domination be avoided 
at all times. What good will we have 
accomplished if in our planning for 
national defense we have failed to 
safeguard the very principles that 
underlie our freedom as citizens of 
our great American democracy? 


SHOULD SETTLE DIFFERENCES 
PEACEABLY 


It is of course our hope that differ- 
ences between management and 
workers will be settled around the 
conference table rather than upon 
the field of industrial battle or before 
governmental umpires—the latter of 
which altogether too often assumes 
an attitude of mastery and of apply- 
ing the lash of governmental com- 
pulsion. We believe now is the time 
to approach our differences and com- 
mon difficulties in the spirit not 
alone of patriotism but of true 
Americanism. It is not implied that 
labor shall surrender the right to 
strike, nor that management forego 
its rights in industry. It is intended 
that the appeal should be to the good 
judgment of both, to reason, to com- 
mon sense, to all those finer qualities 
that men possess and best express in 
the conference room and when act- 
‘uated by mutual good will and un- 
derstanding. This is the ideal toward 
which both management and labor 
should strive—the development of a 
better, more sincere, human relation- 
ship in industry during this great 
emergency now confronting our 
country. 

In a system of free enterprise and 





of free labor, management and labor 
have much in common which if neg- 
lected, ignored or disregarded at this 
time may prove fatal to both. Let 
us therefore act now, while we can, 
and not wait until the tomorrow 
when the time may have passed for 
voluntary action. 

A year ago the menace of Hitler 
seemed to be far removed from all 
of us. Today we know that if he 
wins we face not only a revolution in 
the whole of our social, political and 
economic relationships, but that we 
shall have, literally, to change our 
habits, our ways and our thoughts to 
meet the new crisis. For if Hitler 
can dominate all of Europe and of 
Africa, if he can put under subjec- 
tion all the work people of Europe 
and all the resources of the continent 
of Africa, how long can we hope to 
compete against such a process of 
production not alone in the world 
markets but in our own domestic 
markets as well? Then, too, how 
long, under such circumstances, can 
we hope to safeguard our liberties, 
our freedom, our social, political, 
cultural, and otherwise democratic 
institutions ? 


TRADE BY BARTER? 


It is of greatest concern and cer- 
tainly imperative in any adequate 
program for national safety and de- 
fense to realize the vast difference 
between a totalitarian economy and 
a free economy such as we still enjoy. 
It is important that we understand 
the fundamental principles as well as 


practices involved. After the current f 


war is ended and quite regardless of 
who may be the victor, we shall un- 
doubtedly be confronted with the 
task of carrying commercial relations 
with a Europe and Asia probably 
more than less under totalitarian 
methods. In the case of Germany, 
certainly the project is that interns 
tional commercial relations will have 
to be on a basis of barter or clearance 
deals. Even a surviving England will 
be compelled largely to maintain 
rigid government controls, at least in 
foreign trade. Thus we are bound 
to be confronted with a changed sit 
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uation in our international commer- 
cial relations. ‘Then, too, the inter- 
national monetary system will prob- 
ably become more demoralized and 
subject to serious change. 

These are just a few of the new 
conditions we are likely to be con- 
fronted with and certainly to be real- 
ized in the event of a totalitarian 
victory. No one can say with any de- 
gree of certainty how such condi- 
tions will influence economic trends 
in this country. They are certainly 
bound to affect our ways of doing 
business here as well as abroad. They 
are bound likewise to have conse- 
quences in our industrial relations. 
We cannot hope to isolate ourselves 
and not do business with the whole 
continent of Europe. Neither can 
the individual trade alone, and op- 
erate in a changed international rela- 
tion such as seems almost inevitable. 


Not Too EARLY TO PREPARE 
FOR Post-WAR CONDITIONS 


Probably the most important con- 
sequence will be a deterioration in 
the exports of our goods. Whether 
this will spell a reduction in our im- 
ports remains to be seen. It is yet 
too early to visualize the degree of 
changes in the making. However it 
is not too soon to consider and pre- 
pare for ultimate eventualities. It is 
therefore most urgent that industry, 
management, and labor undertake a 
joint study of these problems and 
thus be prepared by advice to coop- 
erate with our government in this 
larger though perhaps less immedi- 
ate aspect for the future safety of our 
national economy and for the de- 
fense of our democratic institutions 
as well as our land, culture and 
idealism. 

Finally, our task in America is not 
alone that of arms and munitions, of 
planes and tanks, of dreadnaughts 
and destroyers, of international 
trends and commerce. These are im- 
portant; but they are not wholly 
sufficient unto themselves. There is 
the task of strengthening the inner 
spirit of America, of deepening the 
sources of our faith, of seeing anew 
the path along which our destiny 
lies, 
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FRESH CONQUEST 
FOR EACH GENERATION 


We have taken for granted de- 
mocracy and freedom in America. 
We have failed to appreciate fully 
the counsel of the revolutionary 
fathers that ‘Eternal vigilance is the 
price of liberty.” Liberty is not a 
heritage but a fresh conquest for 
each generation. And that conquest 
we must make right speedily. We 
must make it by strengthening and 
invigorating our democracy by ban- 
ishing the racial and religious intol- 
erances which are the soil out of 
which subversive movements grow. 
The immediate necessity is for unity 
in bulwarking our national defense 
against insidious forces that are alien 
to everything that is American. Vig- 
ilance and action are essential, if 
overt acts of national foes within our 
midst are to be met and successfully 
overcome. However, we must see to 
it that the basic freedoms to speak, 
to print, to assemble and to worship 
are not abridged either by those who 
are sworn to uphold them or by 
those who would use them to cloak 
malicious acts. We must insist on 
the rigorous persecution of all sub- 
versive elements, but by due process 
of law. 

It is important to remember, much 
as we may condemn totalitarianism 
for its methods and objectives, that 
totalitarianism abroad is a result of 
conditions and causes in post-war 
Europe. So, too, let us be mindful 
that the menace to American democ- 
racy is not alone from without, but 
as well from within. We are im- 
mensely rich in natural resources, 
not seriously dependent upon other 
countries for our own prosperity. 
Yet we have a great problem of un- 
employment. We can not hope in- 
definitely to shift the burden of 
carrying nine to ten millions of un- 
employed and with an increasing 
number of aged and disabled upon 
the shoulders of an ever proportion- 
ately lessening number of employed, 
without serious reckoning. We can 
not look forward with complacency 
and unconcern to the two and one 
quarter million youngsters released 
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each year from our schools, colleges 
and universities into community life 
without hope of doing something 
useful—something which potentially 
enlarges the possibility of human 
happiness, comfort or knowledge. 

It is evident the movement of de- 
struction is rampant throughout the 
world. The philosophy of despair has 
its fantastic adherents everywhere. 
And the lean body is easy prey to 
the teachings of reaction, masked un- 
der pretense of progress. Those who 
see wisely into the future must, if 
we are to be saved from fires more 
consuming than. those we have 
known, so shape our course as to of- 
fer this hideous wraith of destruc- 
tion no foothold. 

This is a time when all of us must 
take counsel together not of our fears 
but of our faith in those immutable 
principles of liberty and of democ- 
racy which after all undergird our 
western civilization. 

American labor is making its con- 
tribution to the economic, religious, 
social, and cultural foundation and 
security of our democracy which can 
hardly be overestimated. Labor's 
contribution to American democracy 
has been impressive, far-reaching, 
and continuous. It is a contribution 
which begins with the very begin- 
ning of America and will continue 
so long as America continues to ex- 
ist. For the labor movement partakes 
of democracy. Democracy is the life 
of the labor movement; it is as well 
one of its surest guarantors. 

William Gladstone said more than 
three generations ago, ‘The trade 
union is the very bulwark of de- 
mocracy.” Bulwark, indeed! It is, 
I repeat, the rock upon which the 
movement of labor has been founded 
—it is in turn the very foundation of 
a truly democratic society. 


Volume 6 of SEC Opinions and 
Reports Published 

The Securities and Exchange Commis- 
sion announced on October 31 that Vol- 
ume 6, Part 1 of its “Decisions and Re- 
ports”, containing findings and opinions 
and reports from October 1, 1939 to 
December 31, 1939, has been printed. 
This volume contains 77 findings and 
opinions and 2 reports under Section 11 
of the Public Utility Holding Company 
Act of 1935. 
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Brief Items from Here 


and There of | 











Assignment of Employees To 
Act in Emergencies 


The regular monthly meeting of the 
Risk Research Institute was held at noon 
on October 17 at Hotel Astor, New York 
City. It was devoted to a discussion of 
the designation of certain employees to 
perform certain acts, should a fire or 
other circumstance interfere with the nor- 
mal routine of the business. Discussions 
of this subject with insurance buyers in- 
dicate limitless possibilities for reducing 
the loss of life, injuries, and property. 
Mr. Charles E. Mathewson, Jr., engineer 
with the National Board of Fire Under- 
writers, summarized briefly the report on 
the fire of July 30, 1940, at the plant of 
the R. M. Hollingshead Corporation, 
Camden, New Jersey. This and other in- 
stances point to the necessity for pre- 
arranged plans for normal times as well 
as others. The discussion resulted in a 
desire for a thorough study of the prob- 
lems. 


SEC Appears In Fourteen More 
Reorganization Cases 


The Securities and Exchange Commis- 
sion has become a party to 14 additional 
proceedings under Chapter X of the Bank- 
ruptcy Act, as amended. These 14 pro- 
ceedings involve the reorganization of 17 
corporations (14 principal debtor corpora- 
tions and 3 subsidiary debtors). With 
the inclusion of these cases, the Commis- 
sion has now become a party in 144 pro- 
ceedings under the statute, involving the 
reorganization of 180 corporations (144 
principal debtor corporations and 36 sub- 
sidiary debtors). Of the total of 144 
proceedings, the Commission became a 
party upon the request of the judge in 
79 cases, while in 65 cases the Commis- 
sion became a party upon the approval 
by the judge of its motion to file a notice 
of appearance. 


Security Board Establishes Labor 
Clearance System 


The United States Employment Service 
of the Social Security Board has put into 
operation a national system for clearance 
of employers’ labor needs and interstate 
transfer of workers in some 500 occupa- 
tions which are essential to defense in- 
dustries. This system supplements the 
existing interstate clearance machinery 
maintained cooperatively by the various 
State Employment Services. 

The national labor clearance machinery 
is designed, according to an announce- 
ment by the Social Security Board, to 








ANNUAL REPORTS OF 
INSTITUTE’S COMMITTEES 

Printed copies of the annual re- 
ports of Committees of THE CON- 
TROLLERS INSTITUTE OF AMERICA 
have been mailed to members of 
The Institute. These cover the year 
which ended August 31, 1940, 
and present a clear cut picture of 
the activities in which The Insti- 
tute was engaged during that pe- 
riod. 

Controllers who are interested 
in the work of The Institute may 
obtain copies of this pamphlet 
without charge upon request to 
The Institute. 











minimize unplanned and_ unnecessary 
movement of workers from one area to 
another, following rumors of jobs. It 
will serve also to speed up the interstate 
transfer of workers to vital defense jobs, 
when it is required, without depleting 
any locality of workers who will be 
needed there in the near future. 

Hereafter employer orders for defense 
workers which can not be filled by the 
local employment offices within any given 
state will be referred by the state agencies 
to one of a network of 13 regional clear- 
ance offices covering the country. These 
offices will serve as control points for 
interstate clearance of orders for key work- 
ers in aircraft, tank construction, arms 
and munitions manufacture, and a number 
of other defense industries, as well as the 
Government-operated shipyards and arse- 
nals which come under civil service regu- 
lations. Provision has also been made, 
the Board announces, for interregional 
and nation-wide clearance of. workers 
when necessary, with the United States 
Employment Service at Washington as the 
focal point. 


Minnesota’s Contribution to 
National Defense 

Some interesting facts concerning the 
contribution that the state of Minnesota 
makes to national defense were brought 
out at a recent meeting of the Twin Cities 
Control of The Controllers Institute of 
America when Mr. E. L. Olrich, state de- 
fense coordinator for Minnesota, spoke 
on “The Minnesota Defense Program.” 
Mr. Olrich is president of Munsingwear, 





Inc. of Minneapolis, and is a member of 
The Controllers Institute. 

One statement made was that Minne- 
sota’s most important resource is iron ore 
of which the state, it was pointed out, 
supplies more than 80 per cent. of the en- 
tire production of the United States. The 
harbor at Duluth, it was stated, handles 
more tonnage outbound than any other 
harbor, or port, in the United States. 


Production Conference To Be Held 
by A. M. A. November 12-13 


To consider ways and means of strength- 
ening the productive organization of the 
country is the purpose of a Conference 
to be held by the American Managenient 
Association in Cleveland on November 
12 and 13. Sessions will be held in the 
Ballroom of Hotel Cleveland. 


Work Week Reduced to Forty Hours 
on October 24 


Reduction of the ‘ceiling’ of hours 
worked, under the Fair Labor Standards 
(Wage and Hour) Act, from 42 to 40 
per week, became effective on October 
24, and brought in its train a new set of 
problems for managements and control- 
lers. Most companies had studied these 
problems through in advance of the ef- 
fective date, and were prepared for what- 
ever changes were entailed. 


Company Policies with Respect 
to Military Absences 

Company policies with respect to mili- 
tary absences are being studied by com- 
pany executives, and their associations. 
The National Association of Manufactur- 
ers issued a Labor Relations Bulletin in 
October, entitled “Labor Relations and 
the National Defense Program.” A con 
pilation was issued in October by the Na- 
tional Industrial Conference Board, Inc, 
entitled “Company Policies Regarding 
Military Absences,” Volume II, Number 
10. 


Social Security Details 
Studied by Controllers 


Subjects to which controllers and others 
who are interested in the Social Security 
Act are addressing their attention include: 

Companion bills introduced by Senatot 
Wagner and Congressman McCormack te- 
cently to extend coverage of the Federal 
Social Security Act. 

Experience rating versus proposals fot 
flat reduction in unemployment tax from 
3 per cent. to 2 per cent. 

Proposals for simplification of report 
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ing in the several states and possibilities 
for standardization. 

Double unemployment taxation result- 
ing from transfer of employees earning 
more than $3,000 per year from state to 
state. 


Payments to Men In Service Not Subject 
to Unemployment Tax 


An administrative interpretation, con- 
cerning employers’ payments to persons 
performing military services, has been is- 
sued by the Division of Placement and 
Unemployment Insurance of the State of 
New York, which reads: 

“Any payments made by an employer 
voluntarily and without contractual obli- 
gation, to or in behalf of a person for 
periods during which such person per- 
forms military services in the Army, Navy, 
Air Forces, National Guard, or similar 
units of the United States or any state, do 
not constitute wages on which contribu- 
tions are payable under the New York 
State Unemployment Insurance Law.” 


List of Successful C. P. A. 
Candidates Published 


“The New York Certified Public Ac- 
countant” for October, 1940, publishes 
the names of successful candidates at New 
York State certified public accountant ex- 
aminations in April, 1940. Articles ap- 
pearing are “Clarification of Financial 
Statements,” by A. S. Fedde, C.P.A.; 
“Electrical Operation of Card Files,” by 
Raymond L. Collett, C.P.A.; and papers 
which were presented at a round-table 
forum meeting on April 3, 1940, under 
the direction of the Committee on In- 
tangible Assets. These papers were 
“Goodwill and the Balance Sheet,” by 
Freeman H. Davis, C.P.A.; ‘‘Develop- 
ment Expense an Intangible Asset,” by T. 
Reginal Cloake, C.P.A.; and “Intangible 
Assets of Public Utility Companies,” by 
Henry A. Horne, C.P.A. A digest is 
published of several papers presented at 
two round-table meetings held on Octo- 
ber 25, 1939, and December 6, 1939, under 
the direction of the Committee on Con- 
tractors’ Accounting. 


Articles in September Number 
of “Accounting Review” 


In the September, 1940, issue of ‘The 
Accounting Review” published quarterly 
by the American Accounting Association, 
interesting articles appear as follows: 
“Accounting Reports for Management In- 
vestment Companies,” by Frank P. Smith; 


“Corporate Surplus Policy as a Function 
of Monopoly,” by Paul M. Van Arsdell; 
“The Profession of Accounting in Eng- 
land,” by Mary E. Murphy; ‘The Defini- 
tion and Measurement of Income,” by 
Robert E. Bangs; “Cost Accounting in 
Germany,” by A. Matz; “Stock and Other 
Dividends as Income,” by Thomas York. 
Also sections devoted to Accounting 
Cases, The Accounting Exchange, and 
Professional Examinations. 


Recent Publications American 
Management Association 


The American Management Association 
has published recently, in its financial 
management series, booklets numbers 59 
to 63 inclusive, on subjects of interest to 
controllers. 

They are: 

No. 59 Problems in Financing the Mod- 
ern Corporation 

No. 60 Practical Application of Corporate 
Budgeting 

No. 61 Effects of Social Security Legisla- 
tion on Company Operating Costs 

No. 62 New Concepts in Accounting and 
Auditing 

No. 63 Budgeting Sales and Selling Costs 

The last named booklet is by Mr. E. S. 
LaRose, controller of Bausch & Lomb Op- 
tical Company, Rochester, New York, a 
member of The Controllers Institute of 
America; and pamphlet No. 61, men- 
tioned above, has Mr. P. F. Boyer of Re- 
public Steel Corporation, a member of 
The Controllers Institute of America, as 
one of two co-authors. 


Investment Company Division 
Formed by Securities Commission 

The Securities and Exchange Commis- 
sion announced late in September the 
formation of the Investment Company 
Division to carry out the duties of the 
Commission under the recently enacted 
Investment Company Act of 1940 and In- 
vestment Advisers Act of 1940. David 
Schenker has been appointed Director of 
the new division. John H. Hollands will 
be Assistant Director. 

For the past several years Mr. Schenker 
has been counsel to the Investment Trust 
Study. This study resulted in the enact- 
ment of the new statute providing for the 
registration and regulation of investment 
companies and investment advisers. 

Mr. Schenker has been associated with 
the Commission since its inception, prior 
to which time he was Associate Counsel 
to the Senate Banking and Currency Com- 
mittee to investigate stock exchange prac- 
tices. He also assisted in the prepara- 


tion of the report by that Committee. Mr. 
Schenker is a graduate of the Columbia 
University School of Law and was one 
of the editors of the Columbia Law Re- 
view. He was actively engaged in the 
private practice of law in New York City 
for a number of years. 

Mr. Hollands is a graduate of Hobart 
College and Harvard Law School and be- 
fore his association with the Commission 
in 1937 was an attorney for the Petroleum 
Administrative Board and the NRA. He 
was engaged in the private practice of 
law in Buffalo and Canandaigua, New 
York, for several years. 


Two Regional Registration Centers 
to be Established by SEC 

The Securities and Exchange Commis- 
sion has taken steps designed to regional- 
ize the registration of securities under the 
Securities Act of 1933. 

(1) Facilities for assistance to regis- 
trants along the lines of the experiment 
which has been in progress in the San 
Francisco Regional Office for the past six 
months will be extended to other regional 
offices. 

(2) Complete registration facilities will 
be provided in two regional offices—San 
Francisco and Cleveland—for an experi- 
mental period. This will mean that reg- 
istrants in those regions may file and have 
their registration statements examined in 
the regional office rather than in Wash- 
ington. 

The Commission intends to have both 
of these changes in full operation by 
February 1, 1941. The experiments in 
San Francisco and Cleveland will be 
in operation until October 1, 1941. 

Providing complete registration facil- 
ities in the regional offices will, if proved 
successful, constitute the most far reach- 
ing administrative change ever under- 
taken by the Commission, the announce- 
ment states. 





COPIES OF OCTOBER, 1939 
“CONTROLLER” WANTED 
Any reader who has a copy 
of ‘The Controller’’ of Octo- 
ber, 1939, for which he has 
no further use is invited to 
send it to the publication of- 
fice, One East Forty-second 
Street, New York City. The 
regular rate of 50 cents will 
be paid for each copy. 























“One Hundred Questions and Problems 


on Controllership” 


At the time the Board of Directors authorized publication of the book 
“Controllership: Its Functions and Technique’ it was recognized that it 
would be highly desirable to supplement this volume with practical question 
and problem material which might be used to show the application of the 
material in the book to specific situations. 

With this thought in mind, Mr. John H. MacDonald, of the National Broad- 
casting Company, author of the book, has prepared ‘One Hundred Questions 
and Problems on Controllership.’’ This latter booklet, consisting of 48 pages, 
was published by the Controllers Institute of America on October 25. 


The basis of the selection of the 100 problems and cases presented has 
been the practicability of the situation and its application to other similar 


cases. Some of the problems are stated in ‘’case’’ form with a complete back- 
ground of the surrounding circumstances. Others, while stated in simple, 
short, question form, center attention specifically and in a very practical way 
on fundamental points of policy or procedure. In every instance the problems 
and questions are ones with which some controller actually has been faced. 
Thus none of them are hypothetical or theoretical situations. A considerable 
number of the cases and questions have appeared in ‘’The Controller,”’ the 
official monthly publication of The Controllers Institute of America. 

A number of the members of the Board of Directors and other controllers 
with whom the matter has been discussed have indicated that they plan to 
obtain copies of the question and problem booklet for distribution to their 
principal staff members. One controller suggested the desirability of com- 
pany-conducted, informal discussion groups at which both the booklet and 
the question and problem material would be used as a basis of discussion. A 
number of universities which already have adopted “’Controllership: Its Func- 
tions and Technique” as a textbook, as well as those who are planning to use 
the book in the second term beginning February, 1941, have written The 
Institute that they plan to use the question and problem booklet both to 
stimulate class discussion and as material for outside assignment. 

It is suggested that controllers and others who wish to obtain copies of 
‘One Hundred Questions and Problems on Controllership,’’ the price of which 
is $1.00 per copy, send their orders promptly to the office of The Controllers 
Institute of America, One East Forty-second Street, New York City. 
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“Fluctuating Hour” Plan Makes Its 
Debut in Wage-Hour Computations 


Two principal ways have been pro- 
posed by which employers may con- 
tinue to pay their employees a constant 
wage or salary from pay period to pay 
period, even though overtime is 
worked in some week or weeks. It 
must be borne in mind that no plan 
will be valid whereby an employee is 
deprived of time and one half com- 
pensation for overtime work during a 
particular week. This right is funda- 
mental and no device or scheme may 
validly circumvent it. 

Under no circumstances would it be 
possible for an employer to average 
the hours worked during two or more 
weeks in order to determine how much 
overtime must be paid. Thus, if an 
employee works more than 40 hours, 
or the customary number of hours, in 
any week, he is entitled to overtime re- 
gardless of any deficiency of working 
hours in any other week. The only 
benefit to the employer resulting from 
any scheme to maintain a constant 
wage from pay period to pay period 
will be simplification of bookkeeping 
and stabilization of the amount paid 
in salary to a particular employee. 

The first plan for achieving this 
purpose has been termed the “‘time off” 
plan and the second the ‘‘prepayment”’ 
plan. 


THE “TIME OFF” PLAN 


To comply with the Act and to con- 
tinue to pay a fixed wage or salary for 
each pay period, even though the em- 
ployee works overtime in some week 
or weeks within the pay period, the 
employer lays off the employee a suf- 


|} ficient number of hours during some 


other week or weeks of the same pay 
period to offset the amount of overtime 
worked, so that the desired wage or 
salary for the pay period covers the 
total amount of compensation, includ- 
ing overtime, due the employee under 
The employer thereby does 





By James C. Logan 


not pay for overtime work in time off 
nor does he average hours over a 
period longer than a week. Rather, 
control of earnings by control of the 
number of hours an employee is per- 
mitted to work is the essential pria- 
ciple of the plan. It is thus obvious 
that when an employee is paid at inter- 
vals of two weeks or more and works 
at a regular hourly rate of pay, it is 
possible for the employer to pay the 
amount due an employee for overtime 
earned in one week within the pay 
period by giving the employee time 
off in the same or a later week of the 
same pay period. 

Let us assume that the employee 
earns 50¢ per hour and is paid bi- 
weekly on a 40-hours per week plan. 
His salary for a normal week would be 
$20. Thus, in event he works 2 hours 
overtime the first week he will be 
entitled to a salary of $21.50. The 
second week he is permitted to work 
only 37 hours, thereby earning only 
$18.50, and compensating for the over- 
time due him for the first week. Since, 
according to the law, an empléyee’s 
overtime can not be carried over from 
one pay period to another, the time 
off plan can not be followed from 
week to week when workers are paid 
each week. To insure the availability 
of this payment method the employer 
should, where feasible, change the pay 
periods to bi-weekly, semi-monthly or 
monthly pay periods. In Missouri, the 
corporate employees are required to be 
paid semi-monthly by statute (1929 
R.S. Mo., Sec. 4608). 


THE “PREPAYMENT” PLAN 


The second plan for equalization or 
stabilization of salary is known as the 
““‘prepayment’”’ plan, by which a con- 
stant wage is maintained by paying em- 
ployees a stated amount during those 
weeks when he works less than the full 
week, accumulating such excess pay- 
ments, and then applying them against 
overtime worked during some future 
period. This plan may be used even 
when the employees are paid weekly. 
Though overtime compensation due an 
employee must normally be paid at the 
time of the employee’s regular pay 
period, there is no objection if the em- 
ployer pays compensation to become 
due an employee in advance—as an 
advance, or a loan. ‘This is the basic 
principle of the prepayment plan. 

Thus, in a particular instance in 
which an employee is paid 50¢ an 
hour on a regular 40-hour week basis, 
the employer and employee agree that 
in any week in which the employee 
works less than 40 hours the employer 
will advance to him the difference be- 
tween the amount actually earned at 
his regular rate of pay for 40 hours 
and the amount he would have re- 
ceived if he had been paid only for the 
number of hours he actually worked. 
These advances accumulate and in 
event overtime is worked in any week, 
compensation for overtime is credited 
against the advances already made. 

A serious problem arises in this con- 
nection where, in a given period, the 
amount due an employee for over- 





is of special interest. 





City, Missouri, before the Kansas City Control of The Coniroi- 
lers Institute of America on October 21, 1940. Mr. Logan’s sub- 
ject was: ‘’Recent Changes in Regulations of the Wage and 
Hour Board.” The “fluctuating hour’’ plan of paying employees 
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This paper was presented by Mr. Logan, attorney, of Kansas | 
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ime exceeds the amount of advances 
previously accumulated up to that time. 
It is clear that amounts due from the 
employee to the employer (prepay- 
ments) may be carried over indefinitely 
from pay period to pay period, but 
may this be done with respect to 
amounts owing to the employee for 
overtime ? 

In this connection the National As- 
sociation of Manufacturers in 1938 
raised the question of accumulating 
wages or credits rather than paying 
them immediately to the employee en- 
titled thereto. In answer to the Associ- 
ation’s inquiry, the General Counsel 
for the Wage-Hour Administrator is- 
sued the following statements: 


“Our regulations, which are the only 
regulations dealing with questions of 
wages and overtime compensation, do not 
specify any particular date on which wages 
(including overtime compensation) must 
be paid. So long as payment of over- 
time compensation is made within a rea- 
sonable time after earned, it would seem 
that the provision of Sec. 7(a) Cunless 
such employee receives compensation’) 
would be complied with. Accumulation 
for as long as a morth before payment 
would appear to be payment within a rea- 
sonable time. Perhaps accumulation for 
a quarter would likewise be deemed rea- 
sonable, depending on the circumstances.” 


Again in April, 1939, the Adminis- 
trator was called upon to rule on the 
question of the time in which com- 
pensation for overtime must be paid 
to the employee. The Administrator's 
ruling was as follows: 


“The Act requires that the employee 
receive compensation for overtime at 11 
times his regular rate of pay. This means 
money, not time. We have expressed the 
opinion that payment of overtime com- 
pensation must be made within a reason- 
able time after it has been earned. Such 
reasonable time will normally coincide 
with the pay period and, in our opinion, 
the circumstance would be most unusual 
when this is not the case. This inter- 
pretation accords with the practical neces- 
sities of administration. 

“Any other practice would permit the 
deferment of payments for overtime to 
such an extent that the principal purpose 
of the Act would be defeated. Under 
an amendment to the Fair Labor Stand- 
ards Act now being considered by the 
House Labor Committee, the Adminis- 
trator would be given authority to ap- 
prove ‘constant wage plans’ by which the 
deferment of payment of overtime would 
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be authorized, and would be safeguarded 
and regulated. But unless Congress grants 
that authority, an employer would not 
be justified in failing to pay for overtime 
at the time when the employee custom- 
arily receives his compensation.” 


From the foregoing, it is seen that 
both the Administrator and his Gen- 
eral Counsel have ruled against the ac- 
cumulation of credits for overtime 
wages and against the deferment of 
payment of those wages beyond the 
time when the employee’s wages are 
customarily received. No doubt an ac- 
cumulation for a reasonable time might 
be permissible to simplify bookkeep- 
ing and avoid burdensome additional 
expense, but as a general rule it may 
be said that no accumulation of credits 
beyond the pay period is countenanced. 
For this reason, and in view of the 
Missouri statute respecting semi- 
monthly payments to corporate em- 
ployees, a contract would not be valid 
which does not provide for at least 
semi-monthly payments of any credits 
due the employee if he so desires. 

It is helpful in pursuing this plan if 
the employer is not required by con- 
tract to consider the amount paid to an 
employee while being absent for a va- 
cation, holiday or sick leave, as earned 
compensation. In that way, and such 
must be the clear understanding and 
agreement between the parties, the em- 
ployer, not being obliged to pay for 
such special periods, may consider such 
amounts as prepaid overtime compen- 
sation which will help to build up the 
reserve for advances in a particular ac- 
count. 


SALARIED EMPLOYEES 


Neither of these plans may be used 
where an employee is guaranteed a sal- 
ary of a fixed amount whether he 
works the full week or not, because in 
such case there could be no deduction 
of salary for weeks during which the 
employee works less than the usual 
number of hours. As such an employ- 
ee’s salary is not docked when he hap- 
pens to work fewer hours some week 
or pay period, and the regular rate of 
pay at which he is actually employed 
is the average hourly rate for the week, 
the employee is entitled for his over- 
time work each week to a sum in ad- 


dition to the basic salary equal to 1144 
times the regular rate of pay. Some 
employers who have worked their sal- 
aried employees an irregular or fluc- 
tuating number of hours in any given 
week have attempted to change the 
nature of their employment to an 
hourly basis and then use the overtime 
plan. Often this is a mere subterfuge 
and therefore nothing is gained. 
Whether the time off plan in that event 
becomes applicable will depend upon 
whether or not the employees are 
hourly rate employees or whether they 
continue to be salaried employees. 

Some criteria in making this deter- 
mination may be suggested. Do the 
former salaried employees understand 
that they have become hourly rate em- 
ployees and will be paid as hourly rate 
employees normally are paid, only for 
the actual number of hours they work 
at the hourly rate? Are the employees 
actually paid at the hourly rate or is 
some salary arrangement superimposed 
upon the hourly rate ? 

Some employers have attempted to 
circumvent the Act by agreeing with 
their employees that the so-called ad- 
vances under the advance payment 
plan shall be charged off as a bonus at 
the end of the year. This in effect, 
however, guarantees the employees a 
fixed salary each week, thereby raising 
the rate of pay of the employee per 
hour. This would result in overtime 
payments at an even higher basis than 
would otherwise be true. It must be 
provided in the contract that balances 
in the employer’s favor must be re- 
paid either periodically or at the time 
the employment is terminated. Unless 
they are regarded as advances or loans 
and are actually such, they become a 
mere subterfuge, without the effect in- 
tended. 


“FLUCTUATING Hour” PLAN 


An attractive money-saving device 
has been found to exist in the so- 
called “fluctuating hour’ plan. In 
many businesses the work week of 4 
salaried worker fluctuates from week 
to week because the required work out- 
put varies from time to time. Thus 4 
salaried worker may be guaranteed 4 
compensation of $20 per week, but his 

(Please turn to page 415) 
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With direct-operating adding-cal- 
culating machines, most errors are 
due to imperfect manipulation of 
the keys. Such “operating errors” 
add tremendously to the cost of 
figure work. 

But NOT if you’re using the 
Comptometer! 

For the personal protection of 
the operator against such errors, 
Comptometer’s exclusive Con- 
trolled-Key mechanism goes into 
action the instant such a misoper- 
ation occurs .. . locks the keyboard 
until the error is corrected—a 
Matter of seconds. 


ONE WAY TO 


REDUCE 


FIGURE-WORK 


COSTS 


Without the Controlled-Key safe- 
guard, such errors would pass un- 
noticed by the operator. 

The exclusive Controlled-Key 
safeguard represents an important 
reason for the Comptometer’s re- 
markable record for first-time accu- 
racy in all phases of adding and 
calculating. 

Comptometer efficiency does not 
end there. Because of the time 
element involved in reading and 
writing answers, the new Model M 
Cushioned-Touch Comptometer 
features large, extremely legible 


ec 


answer numerals and new no- 


=| Put the ‘kibosh on OPERATING ERRORS! 


glare” answer dials—enabling the 
operator to read answers quickly 
and accurately with a minimum of 
eye-strain. 

Your local Comptometer repre- 
sentative is prepared to show you 
(in your office, on your work) why 
“Comptometer Economy” means 
more figure work handled in less 
time at lower cost. Telephone him 
... or write direct to Felt & Tarrant 
Mfg. Co., 1734 North Paulina St., 
Chicago, Illinois. 


COMPTOMETER 


REG. U.S. PAT. OFF. 











Announcement of Student Prize Essay Contest 


The Committee on Education, of The Controllers Institute of America, 
announces its second prize essay contest for the best papers on controller- 
ship submitted by graduate and undergraduate students in schools of busi- 
ness. The first contest was conducted in the spring of 1940. 


Eligibility RULES GOVERNING COMPETITION 


The competition is open to regularly enrolled graduate and undergraduate students in 
recognized schools of business in the United States. Members of The Controllers Institute 
or persons now eligible for membership may not compete. 


Prizes 
Two prizes of $50 each will be awarded, one for the winning paper submitted by a gradu- 


ate student, the other for the winning paper submitted by an undergraduate student. In addi- 
tion, one year subscriptions to ‘The Controlier,”’ the monthly magazine of The Institute, will 
be awarded for each of the two next best papers submitted by graduate and by undergradu- 
ate students, a total of four subscriptions in all. 


Publication 

The two papers for which the prizes of $50 each are awarded will be published in “The Con- 
troller.’ A condition of entering a paper in this contest is that the contestant specifically 
agrees that it becomes the exclusive property of The Controllers Institute of America and 
may be used by it in any way it elects. No papers will be returned. 


Subjects 
The papers shall be submitted on one of the following subjects: 
1. What is controllership? 
2. Place of the controller in the business organization. 
3. Organization and work of the controller's department. 
4. Relations between controllers and public accountants. 


Form of Manuscript 

Papers must be no less than 3,500 and no more than 5,000 words in length and typed on 
one side of plain white paper, 8/2 x 11 inches. All sheets are to be stapled or otherwise se- 
curely fastened together. The first sheet must give the subject, the name and address of the 
writer, the institution in which he or she is enrolled, and state whether the contestant is a 
graduate or an undergraduate student. If previously published material is used, its source, 
including the name of the book or other publication, the author, the publisher and the pages 
on which the quoted material appeared, must be given in footnotes. If the policies, practices, 
procedures or forms of a company are used or referred to, the written permission of the com- 
pany must be secured and the letter of permission submitted with the paper. 


Submission and Closing Date 

All papers must be postmarked not later than March 1, 1941, and addressed to the “’Con- 
test Editor,” Controllers Institute of America, One East Forty-second Street, New York, New 
York. 
Judges 

The judges will be appointed by The Controllers Institute and will include both members 
of The Institute and educators. The decision of the judges will be final in all matters relating 


to the contest. 
COMMITTEE ON EDUCATION 


November 1, 1940 Controllers Institute of America 
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“THE PRESERVATION OF BUSINESS 
RECORDS,” by Ralph S. Hower. The Busi- 
ness Historical Society. 56 pages. Free. 
This pamphlet, by the Assistant Professor 
of Business History at the Harvard Gradu- 
ate School of Business Administration, has 
just been reissued by the Business Historical 
Society, with the co-operation of the Joint 
Committee on Materials for Research of 
the Social Science Research Council. 

It is designed to fit the needs of a busy 
executive who wants to hand over to his 
subordinates the problem of preserving rec- 
ords and storage space. It supplies the an- 
swers to the following four questions which 
he will immediately ask: 

1. Why should bsiness records be pre- 
served ? 

2. What material should be selected for 
preservation ? 

3. How should records be preserved ? 

4. When should preservation be under- 
taken ? 


It sets up a schedule which can be put 
into effect economically by most firms to 
preserve their most important records. It 
contains also a discussion of the current 
practices of such firms as an advertising 
agency, a bank, a department store, two 
public utilities, a railroad, and several types 
of manufacturing concerns. 

The author has added new and up-to-date 
information and has incorporated the many 
suggestions of business firms which used the 
frst edition. 

Many of us are perhaps unaware of the 
important role business and business men 
ae playing in history. As the author points 
out, “Students of history are developing an 
interest in business activities. Historians, 
after neglecting business for years, are be- 
ginning to include it among the objects of 
their attention. They do so rightly, for the 
business man has been an important factor 
in human history.” 

Only by preserving our records intelli- 
gently and with an eye to what is important, 
not only to ourselves but to those who will 
want to know about us and what we did 
ind thought at some future date, can we 
‘tve the public generally and future schol- 
us in particular. 

Considering the fact that, as the author 
luther says, without a knowledge of busi- 
tess history our knowledge of man’s 
ithievements must remain seriously incom- 
plete, it is worthy of thought. 

The pamphlet is available for free dis- 
ttibution by the Business Historical Society, 
baker Library, Soldiers Field, Boston, Mass. 
Reviewed by Morrison H. WATKINS. 


WARTIME CONTROL OF PRICES,” by 
Charles O. Hardy. The Brookings Institu- 
lon, 216 pages. $1. 

As the United States embarks upon a 
seat emergency defense plan, comparable 





Nits effects upon the national economy to 





a war program, one of the most vital ques- 
tions that presents itself is whether a price 
inflation similar to those of former times 
is again inevitable. 

The volume under review not only ex- 
amines this question but also the further 
one of whether it is possible to devise 
methods of financing the program and of 
controlling prices which will prevent a 
repetition of the experiences of the past. 

Divided into two major sections, Part 
One analyzes the problems involved in the 
control of prices in wartime; Part Two is 
a review and appraisal of the price controls 
that were developed in the United States 
during World War I. 

The investigation, of which the book is 
a report, was undertaken at the request of 
the United States War Department. It ex- 
amines in detail not only the types and 
purposes of price control but also the 
sources of wartime price advances, consid- 
ering in turn the control of prices through 
fiscal and banking policies; indirect and 
selective control; and control by fixing a 
price ceiling. 

The conclusion to which the analysis 
leads is that a serious inflation of prices in 
time of war can be prevented. To quote the 
introduction: ‘The explanation of the great 
price inflations in past wars is to be found 
in part in an unsound fiscal policy, in part 
in the unrestrained use of the competitive 
price mechanism as a means of bringing 
about war mobilization, and in part in the 
adoption of faulty principles of price con- 
trol when finally the necessity for control 
was discovered. 

“The control of prices along the lines 
suggested requires the development of co- 
ordinated administrative machinery. It can- 
not be accomplished satisfactorily by a series 
of price-control agencies, operating inde- 
pendently of one another, nor can it be 
accomplished by a central price authority 
unless such authority envisages the problem 
in all its aspects and articulates the whole 
in a unified program. Moreover, the pro- 
gtam must be co-ordinated from the very 
beginning of the mobilization program.” 

That this whole subject is of vital in- 
terest to controllers goes without saying. 
This reviewer has seldom seen as much ma- 
terial as this book contains so intelligently 
condensed. All business men and certainly 
all Controllers can read it with profit. It 
might almost be called a ‘‘must.” 

Reviewed by MorRIsON H. WATKINS. 


DISCUSSING AMENDMENT OF 
SEC ACTS 


It is possible that the Securities Act and 
the Securities Exchange Act will be 
amended, probably by the Congress which 
will convene in January 1941. Studies are 
being made by attorneys connected with the 
SEC as to changes which have been sug- 
gested either by business interests or by the 
Commission itself. An attorney represent- 
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ing the Commission, Mr. John W. Houser 
who recently was transferred from the Pub- 
lic Utilities Division of the Commission, 
has been in conference with Mr. S. W. 
Duhig, chairman of the Committee on Co- 
operation with the Securities and Exchange 
Commission, of The Controllers Institute 
of America. 

The subjects in which the Commission's 
attorney was particularly interested were: 
Twenty day waiting period, directors’ lia- 
bility, underwriters’ liability, Registration 
Statement, expense, simplicity. 

In his report covering the activities of his 
Committee, during the year which ended 
with the Ninth Annual Meeting of The In- 
stitute, chairman Duhig stated that “the 
Committee will be glad to receive any sug- 
gestions from the membership covering 
points which are felt to be important, so 
that if necessary a brief can be submitted 
on behalf of The Institute.” That invita- 
tion to members of The Controllers Insti- 
tute of America is emphasized again at this 
time as it is quite likely that a conference 
will be arranged by The Institute’s Commit- 
tee with representatives of the Securities and 
Exchange Commission to discuss possible 
amendments of the law. 

Members are invited to send any sug- 
gestions which they may have in mind to 
The Controllers Institute of America at 
their early convenience. 


Man With Record of Accomplishment 

A member of The Controllers Institute 
of America, with a record of accomplish- 
ment as a corporate executive in charge 
of accounting, and for a number of years 
as a junior financial officer of a large 
manufacturing corporation, now em- 
ployed, desires to make a change. Age 
43 years. Married. Salary requirements 
moderate. Address Box No. 356, care of 
the “Controller”. 


Tax Accountant and Consultant 


A member of The Controllers Institute 
of America desires to change his posi- 
tion because of reorganization. Eighteen 
years with present employer; twenty- 
seven years total business experience. He 
is an experienced controller having a 
diversified business career. He is espe- 
cially qualified to handle the intricate tax 
problems, local, state and national, which 
are such a major expense of any business. 
Organized and conducted the Tax De- 
partments for large public utility man- 
agement and supervision companies; su- 
pervised the preparation of all tax returns 
and cases, and reached satisfactory settle- 
ments thereof with governmental bodies. 
Installed and managed systems of ac- 
counting in many organizations situated 
throughout the United States. Former 
member of a large public accounting staff. 
This man has executive qualifications to 
assume full charge or be an assistant con- 
troller of a large corporation thereby re- 
lieving a busy executive of some of his 
manifold duties. Address No. 357, “The 
Controller.” 
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Controller of Advertising New 
Position Created by One Firm 


Mr. S. C. Gale, advertising manager, 
General Mills, Incorporated, address- 
ing the monthly meeting of the Twin 
Cities Control on October 1, charted 
the progress and trends of advertising 
during the past twenty years and 
pointed out that advertising today costs 
five times as much as for the same 
amount as it did twenty years ago. 

The costs of radio advertising have 
increased 700 per cent., mainly be- 
cause of the large amounts paid to 
radio talent and script writers. The 
amount of advertising in newspapers 


is 30 per cent. less than ten years ago, 
and the amount of advertising in mag- 
azines is 20 per cent. less than ten 
years ago. 

In the past few years advertising has 
sometimes been abused by false claims 
and ruthless use. Many advertising 
managers do not realize that statements 
which are truthful and sincere can be 
of more value than advertising state- 
ments which are glamorous. The 
Wheeler-Lee Amendment has made 
false radio advertisine a felony. 

The five major products of General 


CONTROLLERS LEAVING FOR ANNUAL MEETING OF CONTROLLERS 
INSTITUTE OF AMERICA 





This group of controllers of Chicago business concerns, all members of the 
Chicago Control, was pictured as the men were about to board a plane in Chi- 
cago, headed for New York and the Ninth Annual Meeting of The Control- 
lers Institute of America, late in September. Charles F. Scully, second from 


left, is President of the Chicago Control. 


Left to right: William T. Voigt, W. F. Hall Printing Company; Charles 
F. Scully, General Candy Corporation; Ray W. Dose, Borg-Warner Corpora- 
tion; L.H. Hammerstrom, Continental Illinois National Bank and Trust Com- 
pany of Chicago; Martin Keagy, Crowe Name Plate and Manufacturing Com- 
pany; Edwin W. Burbott, A. B. Dick Company; John A. Donaldson, Butler 


Brothers, Inc. 





Mills have been built entirely on ad- 
vertising, and Mr. Gale expressed the 
belief that one dollar spent on proper 
advertising will result in more profit 
to the advertiser than any other known 
method of attempting to produce sales, 

The controller has a definite func- 
tion to curb or increase advertising, de- 
pending upon the potential profit of 
the various products advertised. If 
the controller finds from study or anal- 
ysis that the cost of the advertising 
done is excessive in comparison to the 
margin of profit, he should take imme. 
diate steps to discontinue the advertis- 
ing on that product. General Mills 
have recently created a position in their 
organization for a controller in charge 
of advertising. Mr. Gale concluded 
his address with a description of vati- 
ous forms of advertising mediums. 


Identification of Business Trends 
(Continued from page 390) 
Despite popular beliefs to the com 
trary, a study of the period 1920 
1940 clearly indicates the fallacy of 
the theory that government deficits 
promote prosperity. The effect of 
government spending depends upon 
the condition of the economy at the 
time it is administered. It may have 
a very potent (but short-lived) effect 
if injected at a time when a capacity 
or inventory squeeze can develop, 
as at present. but generally its influ- 
ence is minor. In fact, even a five 
billion-dollar annual outlay for ar 
maments is small compared to the total 
normal business of the country. 
At present there is a tendency to 
place much emphasis on the govern 
ment spending for the defense pro 
gram. As a result some businessmet 
are today making the serious ms 
take of estimating that the trend of 
business will be straight upward for 
several years. The mere fact that this 
is the general expectation is sufficient 
reason for believing that  sevetil 
months of excessive ordering whic 
will set the stage for a major dows 
turn later next year, is likely. 
Controllers would do well to t 
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FORECASTING SALES, a pamphlet pre- 
pared by the Policyholders Service Bureau 
of the Metropolitan Life Insurance Com- 
pany, New York. 57 pages. 

The presentation in this pamphlet is a re- 
sult of a survey made of forty-eight repre- 
sentative companies which were forecasting 
for some or all phases of their operations. 
Forecasting the future volume of business 
activity with a reasonable degree of ac- 
curacy is essential to intelligent planning 
and is the most important phase of budget- 
ary procedure. 

The companies surveyed used the fore- 
cast which they established for varying pur- 
poses such as, for operating budgets and 
standard costs, production planning, financial 
planning, inventory control, and sales quotas. 

It is pointed out that a necessary pre- 
liminary step in formulating forecasting 
methods is a survey of the factors influenc- 
ing the company’s probable volume. The 
conditions within the company are reviewed, 
covering the past performances as taken 
from the company’s records. The figures 
are stated in units and dollars when possi- 
ble, to eliminate inaccuracies in price fluctu- 
ations. Some companies then break them 
down by months, quarters or years, by prod- 
uct lines, by districts or territories, by dis- 
tribution channels and by classes of cus- 
tomers. It is necessary for some companies 
to go further into the analyses than others, 
depending upon the type of product and 
the method of distribution. 

The companies’ policies, aims and limi- 
tations affecting the future volume of busi- 
ness were reviewed, some of which were 
conditions of inventories due to style 
changes and obsolescense; changes in mar- 
keting policies; changes in pricing policies; 
changes in product lines; adequacy of phys- 
ical facilities; adequacy of labor; and avail- 
ability of finances. 

Some of the conditions within the com- 
panies’ industries were cited which affect 
the companies’ forecasts, such as: product 
development; manufacturing equipment 
compared with competitors; patents and 
copyrights; and the relative standing of 
competitors, that is, whether they increased 
or decreased in importance. 

Most of the companies make a study of 
the general business outlook as a major 
factor in preparing their forecasts, and it 
is stated that this is supplemented by one or 
more special analyses, such as: the nature of 
markets; the nature of product lines; terri- 
torial trends; and governmental influences. 

The sources of external information avail- 
able and used in forecasting are discussed, 
such as: outside forecasts by professional 
statistical organizations; facts and figures 
published pertaining to general business ac- 
tivity, commodity prices, construction, do- 
mestic trade, finance, foreign trade, indus- 
trial statistics, labor, public utilities; special 
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surveys by trade organizations; governmental 
publications; and special investigations. 

An important part of forecasting is fix- 
ing the responsibility in order to create con- 
fidence in results. It was found that in some 
companies the sales departments were re- 
sponsible for the sales forecast, in others 
the budget department, and some had a 
special committee to approve the final fig- 
ures. Some companies have separate de- 
partments prepare forecasts, such as the 
sales and financial departments, and these 
are then coordinated. Several prominent 
companies use the jury method in which 
case independent forecasts are obtained from 
a number of the high executives of the com- 
pany and are combined into official forecast. 

The statistical methods employed by the 
various companies surveyed are reviewed. 
Some of the basic principles employed aie 
outlined, as for instance, the selection of 
data from internal and external sources, the 
analysis of the product by lines, the analysis 
by sales territories, the use of mathematical 
formulas such as the multiple correlation 
method and weighted averages, determining 
seasonal trends, the use of potentials of the 
entire industry, correlation of the company’s 
results with published indices, conversion 
of price units for financial control and con- 


version of sales forecasts into production 
budgets, and the allocation of the sales to 
the various plants. 

The controversial subject of the length 
of forecasts is treated. It is stated that the 
most common period used by large in- 
dustrial and utility companies is the calen- 
dar or fiscal year forecast, broken down by 
months. This, of course, should be broken 
down on a seasonal basis. It is pointed out 
that in some industries it is advisable to 
forecast for a period of moré than a year 
while in others a period of less than a year 
is more workable, such as the semi-annual 
forecasts by most retail concerns. 

The last .~'* ©. the pamphlet is devoted 
to a reviev . the methods used by a rep. 
resentative company in each of nineteen 
different industries. The type of the prod. 
uct made and its use are first explained 
and then the procedure followed for mak. 
ing the sales forecast is outlined. 

This study is very well done and should 
prove interesting particularly with resped 
to the methods of forecasting in use in the 
various industries. Copies of the pamphlet 
can be had by addressing the Policyholdets 
Service Bureau of the Metropolitan Life In- 
surance Company on your company station- 
ery. Reviewed by Louis W. JAEGER. 
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The Controller Installs a Money-Saving Department 


When the Mimeograph duplicator goes to work as 
a member of the controller’s department, you get 
an economical assistant to help you save money in 
every department of your company. 

Even the most specialized office procedure can be met and 
adhered to. Clean-cut, permanent copies of Standard Practice 
Instructions, produced in confidential privacy, can be sent to 
all branches, departments, and individuals concerned—quickly 
and economically. 

Duplicating the skeleton forms of the monthly trial balance, 
work sheets, and financial statements saves high-priced ac- 
counting time by eliminating needless writing of account 
tames and numbers as well as all captions. 

The flexibility and economy of the Mimeograph duplicator 
permit such changes in accounting procedure and control as 
may be necessary at any time, make practical the testing of 
many new ideas and practices. 


Trained duplicating experts can help you save money this 
practical way—with practical answers to company problems. 
We are now producing substantial savings on dozens of require- 
ments for a number of companies. For complete details, 
telephone the Mimeograph distributor in your city, or write 
A. B. Dick Company, Chicago. 

How Typical Accounting Departments Are Using the Mimeograph 
duplicator for Speed, Privacy, and Permanence of Copy: 

Standard Practice Instructions to branches, departments, individuals. 

Monthly trial balance, work sheets, financial statement forms. 

Inventory and stock control sheets; cost accounting and time study 
forms; budget, payroll, stock order, social security, employment forms 
and records. 

Monthly and yearly reports to directors and stockholders. 


FREE ] New portfolio of sound ideas 
® for greater company efh- 
ciency now ready. Clip and mail the 


coupon today for your free copy of Manu- 
facturing Profits. f 


Two members of the complete, streamlined family of Mimeograph duplicators are the 
Model 91 (shown here) and the Model 92 (in the picture above). Call the Mimeograph 
distributor near you for an analysis of the work they can do in your plant on problems that 


teed to be solved. 


Mimeograph 


A. B. DICK COMPANY, Dept. K-1140 
720 W. Jackson Blvd., Chicago, Ill. 


Send me a free copy of “Manufacturing Profits.” 
NOME as cecavecincavecesnedecateneotes A 


Organization 


MIMEOGRAPH IS THE TRADE-MARK OF A. B. DICK COMPANY, 


CHICAGO, REGISTERED IN THE U. S. 


PATENT OFFICE City. . 

















Case Material on Controllership Problems 











VALLEY CORPORATION 


Organization and Policies Underlying 
Accounts Payable Disbursements Pro- 
cedure in a Large Business 

The manufacturing plants of the 
Valley Corporation, a maker of small 
tools, were located throughout the 
country. All the plants, as well as the 
branches and district offices, sent their 
invoice documents (with approval sig- 
natures) covering current purchases of 
supplies and raw materials, to the dis- 
bursements department at the central 
office for payment. The general proce- 
dure in the disbursements office was to 
sort the invoices and file them alpha- 
betically by suppliers’ names in folders 
headed by due dates. The invoices were 
accumulated in the folders until the 
payment date; no suppliers’ ledger was 
kept, and there was no posting to state- 
ments or to voucher checks in advance 
of the date of payment. On the day 
scheduled for payment the necessary 
papers were removed from the folders 
and postings were made to the respec- 
tive voucher checks. While some pay- 
ments were made on other dates, it was 
the custom of the company to pay the 
majority of its bills on the tenth and 
twenty-fifth of the current month. 

A number of weaknesses were in 
evidence in this particular procedure: 

1. Since bills were accumulated 
until the payment dates (the 10th and 
25th), the tremendous amount of post- 
ing to voucher checks and of typing 
of checks which had to be done within 
a limited period of time resulted in 
the spending of a great deal of over- 
time by the employees who performed 
such work. 

2. At times, the pressure of peak 
activity meant that some bills were not 
paid when due. 

3. In order to make a trial balance 
of accounts payable, it was necessary to 
list approximately 15,000 suppliers’ 
bills. One-half the employees of the 
department ran tapes, and when the 
unpaid bills did not agree with the 
control, several days were sometimes 
spent in checking before a reconcilia- 


tion was effected. Even with the check- 
ing, however, the source of the dis- 
crepancy could not always be located. 

4, The unpaid balance in the ac- 
count of a supplier could be ascer- 
tained only by obtaining a total of all 
his bills. 

5. For a considerable period of time 
there had been an increase in the vol- 
ume of invoices; unless a better method 
were to be employed, it would be 
necessary to employ additional clerks. 


DISBURSEMENTS PEAKS SPREAD 


In its attempt to overcome these 
weaknesses in the accounts payable dis- 
bursements procedure of the Valley 
Corporation the company made an anal- 
ysis of the number of invoices which 
were due on each day of the month. 
Some invoices were moved to earlier 
dates and others to later dates (after 
agreement with the respective sup- 
pliers), and former disbursements 
peaks were spread evenly over the en- 
tire month. Then, as a preliminary 
step in remedying the other weaknesses 
noted, an analysis was made of sup- 
pliers according to the number of bills 
each usually rendered in a month. At 
the time of this analysis, there were 
some 4,000 suppliers who rendered a 
total of approximately 40,000 bills each 
month. Groupings were made as fol- 
lows: 

Class 1—2,600 suppliers who rendered 
less than 5 bills per month, 
or 3,500 bills. 

Class 2—800 suppliers who rendered 
from 6 to 15 bills per month, 
or 7,000 bills. 

Class 3—600 suppliers who rendered 
more than 15 bills per month, 
or 29,500 bills. 

It will be noted that most of the 
40,000 bills received in a month (74 
per cent.) were from 600 of the 4,000 
suppliers. 

The above basis of class. fication was 
used in determining which bills should 
be paid immediately, those which 
should be posted to voucher checks, 
and those which should be posted to 
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statements (the bills in the latter two 
cases to be accumulated). An index 
of suppliers based on this grouping 
and showing the payment dates was 
maintained in the disbursements de. 
partment in order to facilitate the sort- 
ing of incoming bills for the appro- 
priate ledgers. 

Before the invoices were sent to the 
disbursements department from the var- 
ious district offices and plants through- 
out the country, they were not only 
approved by the respective purchasing 
departments for price, material and 
quantity, and delivery terms, but were 
matched with receiving reports and 
carriers’ bills. The bills were listed 
by each sending-point on a “face 
sheet”, which showed the amount and 
the purchase order number for refer 
ence, and then were sent to the dis- 
bursements department for payment. 
When the face sheets and bills were 
received in the disbursements depart 
ment, the bills were checked against 
the face sheets in order to verify the 
listing. Auditors made sure that the 
properly authorized persons at the re 
spective branches and districts had 
stamped the face of the bills with theit 
approval for payment; the initials and 
signatures of the persons who welt 
vested with such authority were mai 
tained in a card file at the central office, 
The bills were then sorted alphabet 
cally and given to the voucher clerks, 
who resorted them according to the 
three above-mentioned classes. A pit 
determined total was established fot 
each of the three ledgers, which totals 
were required to agree with the totab 
of the face sheets. 













SOME BILLs PAID ON RECEIPT 


Under the new disbursements proce 
dure, bills coming from suppliers with 
in the No. 1 classification, that is, sup 
pliers who rendered less than five bill 
per month, were paid on the day tha 
were received. When the suppliets 
name and address had been typed @ 

(Please turn to page 410) 















‘7 ‘Eliminate * ‘Bottlenecks”— Get, 
<a. Proven Accuracy with the Only: 
G Calculator that PRINTS, : 
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@ THESE are the days when every busi- 
nessman can eliminate “figure-bottle- 
necks’ by using the Remington Rand 
Printing Calculator. Retailers use it to 
figure mark-ups. Wholesalers use it to 
compute discounts. Manufacturers use it 
on estimates, payrolls, invoice checking, 
costs, inventory, depreciation. For every 
figuring requirement, general or special- 
ized, the Printing Calculator fills the bill. 


Why ? Because it’s the ONLY complete, all 
purpose figuring machine... addition, 
subtraction, multiplication, AUTOMATIC 
direct division ... with PRINTED PROOF 
of every problem. It's compact, rugged, 
light-weight. Get acquainted with it— let 
us bring it to your office... today! Let it 
show you, on your own work, the time 
and effort and money it can save. Rem- 


ington Rand Inc., Buffalo, New York. In iit Remington Rand 


, = = =6Printing Calculator 


ONLY L jee n d NOISELESS, STANDARD, PORTABLE TYPEWRITERS ... ADDING, CALCULATING, BOOKKEEPING, PUNCHED-CARD ACCOUNTING MACHINES... KARDEX VISIBLE 
Remington SYSTEMS, RECORD PROTECTION, FILING METHODS AND EQUIPMENT, LOOSE-LEAF DEVICES ... PHOTOGRAPHIC RECORDS EQUIPMENT... .AND OTHER 


CAN FURNISH 
AT BAClIA a MITE PRECISION PRODUCTS INCLUDING THE FAMOUS REMINGTON RAND DUAL CLOSE-SHAVER — DEALERS, SALES AND SERVICE. OFFICES IN S17 CITIES 
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Case Material on Controllership Problems 
(Continued from page 408) 

the voucher check, the bills and 
voucher check were handed to the 
terms clerks, who determined from the 
terms file the rate of discount to which 
the purchaser was entitled. The amount 
of cash discount to be deducted was 
computed and shown in the upper left- 
hand corner of the voucher check. 
Next, the posting operator posted the 
bills to the voucher and completed the 
writing of the check. The cash dis- 
bursement record was prepared simul- 
taneously with the voucher check. The 
total postings to voucher checks as ar- 
rived at by the machine had to agree 
with the total that was obtained when 
the bills were first received. The au- 
ditors verified the bills and vouchers 
for the correctness of the name of the 
payee, the amount of the check, and 
the amount of the cash discount which 
was deducted, and then signed the last 
copy of the voucher check. The voucher 
and bills were returned to the sorting 
group who separated the copies as fol- 
lows: 

a. Check—Checks were given to the 
representative authorized to sign 
for the Comptroller ; the representa- 
tive in turn delivered the signed 
checks to the Treasurer for his off- 
cial signature and mailing. 

b. Pink Copy—These copies were filed 
alphabetically by name of the payees. 

c. White Copy—The bills included in 
the voucher were stapled to this 
copy and the voucher was ultimately 
filed numerically. 


Bills from suppliers in Class 2, sup- 
pliers sending from six to fifteen bills 
per month, were placed in the trays in 
front of the proper voucher check for 
posting. When the bills in the tray had 
been posted to the voucher by the post- 
ing operator, the tray was returned to 
the terms clerks who determined from 
their file the date on which payment 
was to be made; the payment date was 
shown in the upper right-hand corner 
of the voucher check. The bills and 
voucher check were attached to a 
clipped cardboard. 

Each morning the sorting and filing 
group reviewed the files and removed 
the vouchers that were to be paid on 
that day, as indicated by the notation 
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in the upper right-hand corner of the 
voucher form. The terms clerks com- 
puted the rate of cash discount, and 
the amount to be deducted was shown 
on the upper left-hand corner of the 
voucher check. A predetermined total 
was obtained for the vouchers to be 
paid. The writing of the check was 
completed by the posting operator. The 
total arrived at by the machine had to 
agree with the predetermined total. 
The vouchers then were given to the 
auditors and the same procedure was 
followed as that outlined for the Class 
1 suppliers. 

Bills which came from suppliers in 
Class 3, that is, suppliers sending more 
than fifteen bills per month, were 
placed in the posting tray in front of 
the proper statement. The bills were 
posted and returned to the sorting and 
filing group who filed them in an in- 
dividual supplier’s folder. A card file 
was maintained for these suppliers by 
due-date sequence. Each morning the 
sorting and filing group reviewed the 
card file and removed the statements 
that were to be paid that day; the bills 
for these suppliers were taken from 
the supplier’s individual folders and 
attached to the statements. The rate 
of cash discount was determined, the 
amount of the discount being com- 
puted and shown in the upper left- 
hand corner of the statement, and the 
supplier's name and address were typed 
on the check. The voucher checks were 
then written by the posting operators. 
Of course, the total arrived at by the 
machine had to agree with the pre- 
determined total. The procedure from 
this point was the same as that outlined 
for the Class 1 suppliers. 

If a district or a division had bills 
that needed to be paid immediately in 
order to take advantage of a cash dis- 
count, or for any other reason, the bills 
were sent to the disbursements depart- 
ment (but not face-sheeted) with the 
request that payment be made at once. 
The bills were then returned to the dis- 
trict or division from which they had 
come. The disbursements department 
in making such payments followed the 
procedure already outlined for Class 1 
suppliers. After payment had been 
made, the total of the payments was 
charged to an account, ‘Material in 





Transit from Suppliers,” and the bills 
were returned to be fully approved and 
face-sheeted by the branch or district. 
A supplier ledger sheet was posted 
with the purchase order reference and 
the amount of each bill. Upon receipt 
in the disbursements department of 
the face-sheeted bills, the Material in 
Transit from Suppliers account was 
credited, and the amount of the bill in 
the ledger was checked off by entering 
the date on which the bill was re- 
turned. 

At the close of each month, each 
district and division credited the dis- 
bursements department control ledger 
and charged its own control ledger 
with the total of the bills face-sheeted 
for the month. 

When a trial balance of accounts 
payable was desired, a listing was made 
from the vouchers of Class 2 suppliers 
and from the statements of Class 3 
suppliers, the total of which had to 
agree with the general control. Of 
course, there were no vouchers open 
for Class 1 suppliers, since the bills 
in this group were paid on the day they 
were received. 

In addition to the payment of bills 
of regular suppliers, the disbursements 
department made all payments which 
applied to special agreements or con- 
tracts, contributions, dues, and the like. 
The department also issued all vouch- 
ers covering the transfer of cash be- 
tween the company’s general funds and 
the outlying trustee and pay roll funds. 
The procedure for such payments was 
similar to that indicated for the Class | 
suppliers. 


IMPROVEMENTS REALIZED 


With the change in the procedure 
for the accounts payable disbursements, 
the disadvantages of the former prac 
tice were believed to have been over: 
come and a number of improvements 
were realized: 

1. The great volume of posting and 
typing, which previously had been con- 
centrated within a short period of time, 
was spread evenly over the entife 
month, with the result that overtime 
work from this cause was no longet 
required. All incoming bills wert 
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To develop more effective means of serving all 
forms of business, the International program of prog- 
tess calls for constant study and research. 

International representatives fully realize that every 
individual business presents an individual manage- 
ment problem—there is no one panacea for all. In 
the World Headquarters Building, therefore, a special 
department, known as the Commercial Research De- 
partment, is continually working toward the improve- 
ment of accounting and statistical methods and ma- 
chines. 

This department is working in cooperation with 
banks and trust companies, utility companies, oil com- 
panies, wholesalers, retailers, transportation com- 


INTERNATIONAL BUSINESS 


World Headquarters Building 
S90 MADISON AVENUE, NEW YORK, 
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a few of the booklets prepared by the Commercial Research 


panies, manufacturers, insurance companies, and many other 
forms of business, as well as federal, state, county and 


municipal governments. 





A section of the Commercial Research Department, International Business Machines 
World Headquarters Building, New York, N. Y. 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held October 29, 1940, the applicants named 
below were elected to active membership 
in The Institute: 


C. S. ALEXANDER 
T. R. Miller Mill Co., Inc., Brewton, 
Alabama. 
H. WILLIAM BAER 
Waterbury Button Company, Waterbury, 
Connecticut. 
ROBERT OSBORNE BAKER 
The University of Kansas City, Kansas 
City, Missouri. 
S. L. BARBERA 
Moore-McCormack Lines, Inc., New York 
City 
Doucias L. BRENNEN 
Reed-Prentice Corporation, 
Massachusetts. 
JostaH D. BRUCE, JR. 
A. P. de Sanno & Son, Inc., Phoenix- 
ville, Pennsylvania. 
Harry F. BURGESS 
Union Hardware Company, Torrington, 
Connecticut. 
M. J. CADEN 
Rustless Iron & Steel Corporation, Balti- 
more. 
THERON G. COUNCILOR 
Copperweld Steel Company, Glassport, 
Pennsylvania. 
I. J. DEVOE 
Lincoln Telephone & Telegraph Com- 
pany, Lincoln, Nebraska. 
JosEPH U. DIEHL 
Pennsylvania Water & Power Company, 
Baltimore. 
N. M. FLEMMING 
Worcester Salt Company, New York City. 
MILTON M. FRITCH 
Saks Fifth Avenue, New York City. 
WILLIAM A. HASKINS, JR. 
Manville Jenckes Corporation, Manville, 
Rhode Island. 
HERMAN C. HEISER 
Crown Can Company, Philadelphia. 
WiLspur W. HETZEL 
Stromberg-Carlson Telephone Manufac- 
turing Company, Rochester, New York. 
FREDERICK R. HOISINGTON, JR. 
Tennessee Powder Company, New York 
City. 
HAROLD JANNEY 
The Reynolds & Reynolds Company, Day- 
ton, Ohio. 
HaroLpD H. KENDALL 
Detroit Creamery Company, Detroit. 
EpWarRD C. KIMBALL 
L. A. Young Spring & Wire Corporation, 
Detroit. 


Worcester, 


C. J. KUSHELL, Jr. 
Electric Household Utilities Corporation, 
Chicago. 
ALFRED R. LAUER 
Stokes, Packard & Smith, Inc., Philadel- 
phia. 
C. R. MACFARLAND 
The Schlichter Jute Cordage Company, 
Philadelphia. 
Dub ey S. MALLORY 
Industrial Rayon Corporation, Cleveland. 
WALTER S. MARCH 
The Central Trust Company, Cincinnati. 
J. EUGENE MATHEWS 
American Stores Company, Philadelphia. 
ROBERT MILLER 
The Kansas 
Bend, Kansas. 
JosEPH A. MURPHY 
Pepsi-Cola Company, Long Island City, 
New York. 
C. B. NEWMAN 
Crown Corp & Seal Company, Inc., Bal- 
timore. 
L. C. PERKINSON 
American Cyanamid Company, 
York City. 
JosEPH C. POLZNER 
The Cleveland Trust Company, Cleve- 
land. 
U. D. RANKIN 
W. L. Lyons & Company, Louisville. 
ROBERT G. RAUSCHER 
Warner Company, Philadelphia. 
J. A. RITson 
Chicago Pneumatic Tool Company, New 
York City. 
F. G. ROBERTS 
S K F Industries, Inc., Philadelphia. 
Howarpb E. RYAN 
Buhl Stamping Company, Detroit. 
CaRL A. SAMUELSON 
John Sexton & Company, Chicago. 
ALVIN H. SCHETTLER 
Union Electric Company of Missouri, St. 
Louis. 
MILTON G. SCHILLER 
Davies-Young Soap Company, Dayton, 
Ohio. 
JOHN H. SCHNEIDER 
Montgomery Ward & Company, Inc., 
Chicago. 
PuiLie W. ScoTT 
The Bryant Heater Company, Cleveland. 
J. A. SECK 
Great Western Paint Manufacturing Cor- 
poration, Kansas City, Missouri. 
RAYMOND A. SMARDON 
William L. Gilbert Clock Corporation, 
Winsted, Connecticut. 
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Power Company, Great 


New 


C. A. VOLLMER 
The Axton-Fisher 
Louisville. 

A. W. WAINWRIGHT 
S K F Industries, Inc., Philadelphia. 

J. Howard WHITE 
Shell Oil Company, Incorporated, San 
Francisco. 

R. M. WOLFE 
West Texas Utilities Company, Abilene, 
Texas. 

Don F. ZEHRUNG 
National Screw & Manufacturing Com- 
pany, Cleveland. 
i2NRY F. ZOELCK 
Reynolds Wire Company, Dixon, Illinois. 


Tobacco Company, 





_ INSTITUTE MEMBERSHIP | 


Election of the applicants | 
named above brings the total : 
membership of The Control- 
lers Institute of America to | 


1448 











Brewer Made Secretary of A. G. A.’s 
Accounting Section 


Mr. Orville W. Brewer, a member of 
the American Gas Association headquar- 
ters staff since April, 1921, has been ap 
pointed secretary of the Association's 
Accounting Section, as of November 1, 
according to an announcement made by 
Mr. Alexander Forward, managing direc- 


tor of the Association. Mr. Brewer suc f 


ceeds the late Hugh W. Hartman. Dur 
ing his affiliation with the Association 
Mr. Brewer has been in charge of its 
finances, with the title of auditor. Previ- 
ous to joining the staff he was engaged in 
public and private accounting, and was 
for several years connected with the Pub 
lic Service Electric & Gas Company of 
New Jersey. 

Mr. Brewer was active in forming The 
Controllers Institute of America. He was 
one of the group of thirty who organized 
The Institute. He served for  severil 
years as a member of the Board of Di 
rectors, and was The Institute’s first trea’ 
urer. He has served continuously in thal 
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capacity. He is also a member of the 


Accountants Club, and the New York> 
CLEVE 


Society of Accountants. 


Society for Advancement of Management 


The annual conference of the Society 


for the Advancement of Management wil 
take place December 5 and 6 at the Hotel 
Pennsylvania, New York City. 
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MEETINGS OF CONTROLS 


BUFFALO 


Topic :* “MERIT RATING IN UNEM- 
PLOYMENT INSURANCE” 


At the monthly meeting of the Buffalo 
Control which was held on October 8 at 
the Park Lane, the speaker was Mr. Hugo 
Kuechenmeister, controller, Ed. Schuster & 
Company, Incorporated, Milwaukee. His 
subject was “Merit Rating in Unemployment 
Insurance—Arguments for and Against.” 
He has been connected with the unemploy- 
ment insurance problem in Wisconsin since 
the inception of the Wisconsin law. He was 
well qualified to discuss ‘Merit Rating” 
and what it means to individual companies, 
since his firm is already saving thousands 
of dollars as a result of employment stabili- 
zation. Mr. Kuechenmeister is a member 
of The Controllers Institute of America 
(Milwaukee Control) and is Chairman of 
the Social Security Committee of the Na- 
tional Retail Dry Goods Association. 


CHICAGO 


Topic: TO HONOR THE PAST PRES- 
IDENTS OF THE CONTROL 


The regular monthly meeting of the Chi- 
cago Control was held on October 22 at 
Harvey’s restaurant for the purpose of do- 
ing honor to the past presidents of the 
Control. All of the past presidents were at 
the meeting except one, and he graciously 
wired greetings from New York City. The 
members spent the evening in renewing and 
broadening their acquaintance with these 
outstanding members of the group, in hon- 


| oring them for their service, and in appre- 


ciating the men themselves for what they 
are and represent in the Control’s sphere of 
association and activity. On October 8, 
also at Harvey's restaurant, a technical meet- 
ing of the Control was held. A _ social 
period was followed by dinner and an in- 
timate discussion meeting on the subject 
‘How Do You Handle Your Personal Prop- 
erty Taxes?” The meeting was open only 
tomembers. There was no outside speaker, 
and Mr. Robert D. Campbell, chairman of 
the Technical Committee, led the discus- 
sion. 


CINCINNATI 


Topic: “PRESENT USES OF THE 
CHAMBER OF COMMERCE” 

The monthly meeting of the Cincinnati 
Control was held on October 15 at Hotel 
Alms. The speaker was Mr. Morris Ed- 
wards, executive vice president of the Cin- 
cinnati Chamber of Commerce, and his sub- 
ject was “Present Uses of the Chamber of 
Commerce.” 


CLEVELAND 


Topic: “THE IDENTIFICATION OF 
BUSINESS TRENDS AND THE 
DETECTION OF TURNING 
POINTS” 

Dr. Charles F. Roos addressed the mem- 

bers of the Cleveland Control at the monthly 
meeting on October 8 in the Guildhall, 


Builders Exchange Building. Dr. Roos is 
associated with The Institute of Applied 
Econometrics, New York City. He has 
college degrees in engineering and account- 
ing, in addition to his Ph.D. in Uconomet- 
rics, the statistical science of economics. He 
has been awarded several research fellow- 
ships by national associations, is an author 
whose contributions to economics have 
been widely recognized, and is chairman of 
the Business Cycle Discussion Group in 
New York City of the American Statistical 
Association. The subject of his address was 
“The Identification of Business Trends and 
the Detection of Turning Points.” 


DAYTON 
Topic: “ACCOUNTING FOR STATE 
SALES TAXES” 

It has been announced that Mr. L. G. 
Ihrig, The Egry Register Company, and a 
director of the Dayton Control, would lead 
the discussion at the reg:lar monthly meet- 
ing of the Control on October 10 at the 
Van Cleve Hotel, on ‘Accounting for State 
Sales Taxes.” Due to the illness of Mr. 
Ihrig, it was found necessary to discuss the 
subject around the table without a leader. 
Several members told about individual prob- 
lems encountered with the different state 
sales tax laws, and the meeting proved to 
be very interesting. A short discussion was 
held on some of the major points in the 
Excess Profits Tax Law. 


DETROIT 


Topic: “WORLD AFFAIRS—MEX- 
IC 


The October meeting of the Detroit Con- 
trol was held at the Hotel Statler on Oc- 
tober 9. The speaker for the evening was 
Mr. S. L. A. Marshall, editorial writer for 
the ‘Detroit News’ who discussed “World 
Affairs’” with particular reference to Mex- 
ico, about which he is well informed. It 
was a very interesting meeting. 

The members of the Detroit Control 
were invited to attend a meeting sponsored 
by the Michigan Association of Certified 
Public Accountants which was held at the 
Intercollegiate Club on October 29. The 
speaker was Mr. William W. Werntz, chief 
accountant of the Securities and Exchange 
Commission, and his subject was ““Account- 
ing under the S.E.C. Regulations.” 

Advance notice has been given of the 
second annual social gathering of the Con- 
trol in the form of a Thanksgiving Party 
to be held at the Detroit Athletic Club on 
November 15. 


DISTRICT OF COLUMBIA 
Topic: “ACTIVITIES OF THE FED- 
ERAL BUREAU OF INVESTIGA- 
TION” 

Mr. R. T. Harbo, administrative assist- 
ant in the Federal Bureau of Investigation, 
was the speaker at the October meeting of 
the District of Columbia Control, which 
was held on October 22 at the Carlton 
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Hotel. Mr. Harbo described some of the 
current activities of the Bureau and dis- 
cussed questions asked by members. The 
meeting was a very interesting one and was 
open to guests. 

At the previous meeting of the Control, 
on October 1, President Franklin H. Ken- 
worthy announced appointment of the fol- 
lowing committees to serve during the cur- 
rent season: 

Program Committee: O. H. Ritenour, 
Chairman; J. E. Heberle, L. J. Van Herpe. 

Membership Committee: Harold G. Hay- 
don, Chairman; William H. Little, Hum- 
phrey Lloyd. 

Taxation Committee: Ralph E. Heitmul- 
ler, Chairman; Rodney D. Andrews, Robert 
D. Marshall. 

Attendance Committee: John Davies, 
Chairman; F. G. Brown, R. G. Marx. 


INDIANAPOLIS 
Topic: “CAPITALISM—ITS ADVAN- 
TAGES AND DISADVANTAGES” 
The monthly meeting of the Indianapolis 
Control was held on October 30 at the 
Antlers Hotel. The program consisted of 
a discussion of the subject ‘‘Capitalism— 
Its Advantages and Disadvantages,” and Dr. 
James E. Moffat, Indiana University, was 
the leader. He was an especially fine dis- 
cussion leader and the meeting was of great 
interest to all of the members present. 


KANSAS CITY 
Topic: “RECENT CHANGES IN REG- 
ULATIONS OF THE WAGE AND 
HOUR BOARD” 

The monthly meeting of the Kansas City 
Control was held at the Kansas City Club 
on October 21. The speaker of the eve- 
ning was Mr. James C. Logan of a local 
law firm, and his subject was ‘Recent 
Changes in Regulations of the Wage and 
Hour Board.” He confined his remarks 
largely to the constant wage-hour plan 
or payment-in-advance plan, and discussed 
the safeguards and practices which must be 
regarded. His address was a practical one 
defining what can and can not be done 
while complying strictly with the law. Mem- 
ber Mayben Newby, local auditor, Skelly 
Oil Company, acted as technical chairman. 


LOS ANGELES 
Topic: “THE INFLUENCE OF WAR 
ON THE PRESENT ECONOMIC 

SYSTEM” 

Dr. B. M. Anderson, Professor of Eco- 
nomics, University of California, was the 
speaker at the monthly meeting of the Los 
Angeles Control, which was held at the 
Clark Hotel on October 17. Dr. Anderson 
is a speaker and author of note, with wide 
business and governmental experience and 
contacts. For nineteen years he served the 
Chase National Bank of New York as its 
economist. The members attended in 
goodly numbers to hear his address on 
“The Influence of War on the Present Eco- 
nomic System,” 
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MILWAUKEE 
Topic: “WISCONSIN STATE TAXES” 


The regular monthly meeting of the Mil- 
waukee Control was held on October 8 at 
the University Club. The speaker was 
Mr. A. E. Wegner, director of the Wiscon- 
sin Department of Taxation, who ad- 
dressed the members on ‘Wisconsin State 
Taxes.” 


NEW ENGLAND 
Topic: “ACCOUNTANTS FOR GOV- 
ERNMENT CONTRACTS” 

At the Chamber of Commerce, Boston, on 
October 24, the New England Control held 
a joint meeting with two other organiza- 
tions. The speaker was Mr. Donald M. 
Russell, a partner of a well-known firm of 
public accountants, and his subject was 
“Accounting for Government Contracts.” 
The chairman and discussion leader was 
Mr. Albert E. Hunter, president of the 
Massachusetts Society of Certified Public 
Accountants. 


NEW YORK CITY 
Topic: “ANALYSIS OF NEW FED- 
ERAL REVENUE LEGISLATION” 
The subject of Excess Profits Tax Act 
and the speaker, Mr. Ellswort’s C. Alvord, 
attorney, Washington, D. C., were a com- 
bination that attracted 180 members and 
guests to the October meeting of the New 
York City Control. The meeting was held 
at the Shelton Hotel on October 24. Mr. Al- 
vord interpreted the Act and described its 
probable effects on companies of various 
sizes, and on companies faced by varying 
conditions, in the light of capitalization and 
earnings. There was an opportunity to ask 
questions and Mr. Alvord and his partner, 
Mr. Alger B. Chapman, answered as many 
as time would permit. The chairman of 
the meeting was Mr. F. G. Hamrick, Ameri- 
can Smelting & Refining Company, who is 
chairman of The Institute’s Committee on 
Cooperation with the Treasury Department. 


PITTSBURGH 
Topic: “INFORMATION PLEASE” 


The Program Committee of the Pitts- 
burgh Control arranged another type of 
“Information Please’ for the monthly meet- 
ing held on October 28 at the William 
Penn Hotel. Questions were submitted to 
a board of experts representing the field of 
law, public accounting, and the membership 
of the Control. The chairman was Mr. 
Paul J. Urquhart, Aluminum Company of 
America, president of The Controllers In- 
stitute of America during 1936-1937. The 
“Information Please” meeting of last year 
was one of the best meetings held and was 
repeated this year by popular request. 


ROCHESTER 
Topic: “EXCESS PROFITS TAX” 
At the monthly meeting of the Rochester 
Control which took place on October 30 at 
the Rochester Club, Mr. Carl D. Thomy, 


certified public accountant, spoke on the 
“Excess Profits Tax,” officially known as 
the Second Revenue Act of 1940. He is 
chairman of the Federal Tax Committee of 
the Rochester Chamber of Commerce and 
has made a careful study of the law. He 
commented on the general provisions and 
answered questions asked during the dis- 
cussion. 


ST. LOUIS 

Topic: “ACCOUNTS RECEIVABLE” 

At a meeting of the officers and directors 
of the St. Louis Control on October 11, 
programs for the next three months were 
discussed. It was decided that the regular 
monthly meeting of the Control on October 
28 at the Missouri Athletic Association 
would consist of a discussion of methods of 
handling Accounts Receivable. The sub- 
ject accordingly was handled by three 
speakers—William Aitken, Falstaff Brew- 
ing Corporation, and Henry J. Serth, Wohl 
Shoe Company, who are members of The 
Institute, and Walter Thilking, Monsanto 
Chemical Company. Each of these gentle- 
men has a different method of handling 
customers’ accounts and allied records. Mem- 
bers of the Control were intensely inter- 
ested. 


SYRACUSE 
Topic: “THE EFFECT OF THE CON- 
SCRIPTION BILL ON OFFICE 
PERSONNEL” 

Member John R. Tuttle, Crouse-Hinds 
Company, led a roundtable discussion at the 
monthly meeting of the Syracuse Control 
which was held on October 15 at the Syra- 
cuse Industrial Club. The subject for the 
meeting was ‘The Effect of the Conscrip- 
tion Biii on Office Personnel.’ There were 
also discussions on the new Excess Profits 
Tax Law and Wage-Hour Law Rulings. 
President Van Cleef called the meeting to 
order at 8 P.M. and adjourned it at 10:45 
P.M. 


TWIN CITIES 
Topic: “THE RELATIONSHIP BE- 
TWEEN THE ADVERTISING DE- 
PARTMENT AND THE CON- 

TROLLER” 

The regular meeting of the Twin Cities 
Control was held on October 1 at the St. 
Paul Athletic Club. The speaker was Mr. 
S. C. Gale, advertising manager of General 
Mills, Incorporated, who discussed ‘The 
Relationship Between the Advertising De- 
partment and the Controller.” Mr. G. H. 
Hess and Mr. A. E. Ahlberg, who attended 
the Annual Meeting of The Controllers In- 
stitute of America in New York City on 
September 23, 24, and 25, gave interesting 
accounts of the sessions at which they were 
present. Mr. Harry Harper, employers’ 
consultant on social security tax problems, 
explained the statements of “beneficiary 
wages” which have been mailed to all Min- 
nesota employers by the Minnesota Unem- 
ployment Insurance Division. He also sug- 


414 


gested that the Twin Cities Control prepare 
to uphold the Minnesota Merit Rating Plan 
against the pressure which he thinks will be 
exerted on the State Legislature to abolish it, 


BALTIMORE 
Topic: “THE GROSS RECEIPTS TAX 
AND PLANT EXPANSION CON. 
TRACT LOANS” 
The second meeting of the season of 
the Baltimore Control was held on October 
23 at the Lord Baltimore Hotel. Mr. James 
T. Carter, vice president, Fidelity Trust 
Company, Baltimore, addressed the mem. 
bers on “The Gross Receipts Tax and 
Plant Expansion Contract Loans.” He gave 
an interesting and valuable explanation of 
these two separate laws. The first part of 
his remarks had to do with the Excess 
Profits Tax, and the second part was de. 
voted to a discussion of plant expansion 
contract loans. The whole subject of the 
form of contracts between the Government 
and industrial concerns in the rearmament 
program is complicated, and te members 
of the Control welcomed the light which 
Mr. Carter was able to give on these prob. 
lems. He generously answered questions 
during the definitely helpful discussion 
which followed. The next regular meeting of 
the Control will take place on the third 
Wednesday in November. Mr. Harvey N. 
Kelley, of The Controllers Institute’s staff, 
was present. 


Committees of Dayton Control 


Some changes in the personnel of the 
Program Committee of the Dayton Control 
have been made by President G. R. Palmer, 
and the Program Committee is now made 
up as follows: Mr. W. H. Kerman, The 
Journal-Herald Publishing Company, Chair. 
man; Mr. L. G. Ihrig, The Egry Register 
Company; Mr. R. W. Peddicord, The Mon- 
arch Marking System Company; Mr. P. J. 
Mayle, The Dayton Rubber Manufacturing 
Company. 

The Membership Committee has Mr. £ 
W. Weston, of The Weston Paper and 
Manufacturing Company, as chairman, and 
includes Mr. Warren Webster, of The 
Joyce-Cridland Company, and Mr. W. H 
Nicholas, of the Master Electric Company. 


JEREMIAH G. SMITHWICK, Sr. 


Mr. Jeremiah G. Smithwick passed awaj 
at his home, 7543 Phillips Avenue, Chi 
cago, early in October. Before his retite 
ment a year ago he was controller and fo 
forty-five years an employee of Swift & 
Company, Chicago. He was_ sixty-eight 
years old. He was elected to membership 
in The Controllers Institute of America 0 
March 26, 1934, and was active in th 
affairs of the Chicago Control. 


Each member of The Controllers It 
stitute of America is entitled to a cet 
tificate of membership. Apply to m 
tional headquarters. 
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INSTITUTE ACTIVITIES 





Case Material on Controllership Problems 
(Continued from page 410) 

the properly authorized form so that 

checks could be written immediately. 

2. The change in the schedule of 
payments not only eliminated the peak 
periods (particularly the 10th and 25th 
of the month) but it also meant that 
all bills could be paid when due, thus 
helping to eliminate the need for over- 
time work. Correspondence regarding 
the payment of bills, etc., was reduced 
about 35 per cent. 

3. In contrast to the time and effort 
required in obtaining totals of approxi- 
mately 15,000 separate bills, and the 
frequent errors encountered when tak- 
ing a trial balance under the old sys- 
tem, the new procedure took but two 
hours to run approximately 1,500 bal- 
ances of approved vouchers. Control 
accounts were balanced daily, and none 
of the frequent trial balances taken 
over a considerable period were found 
to be out of balance. 

4, In order to ascertain the amount 
of the unpaid balance in any account, 
under the improved procedure it was 
necessary only to refer to the voucher 
balance, whereas formerly all the bills 
in the supplier's folder had to be with- 
drawn and totaled, and there was noth- 
ing to indicate whether any bills were 
missing. 

5. No additional clerks were found 
to be necessary despite the increased 
volume, and all overtime work was 
eliminated. Formerly overtime work 
had amounted to approximately 300 
hours monthly—the equivalent of the 
time of two clerks. 


Controller—Assistant Controller 


Controller of prominent New York Stock 
Exchange house desires new connection, due 
to dissolution of firm. Eight years as con- 
troller in charge of audit and payment of 
all expense items; presentation of detailed 
expense reports and intensive analyses lead- 
ing to annual savings of $60,000, and of 
other material reductions in expense; han- 
dling of all matters pertaining to contracts, 
tases, insurance and surety bond matters 
and general executive coordinating work. 
xperience for three years prior as financial 
mathematician and statistician for one of 


largest New York banks. Graduate of Co- 
lumbia University; age 34, with thorough 
background in statistics and financial mathe- 
matics. Has unusual capacity for detail, 
initiative to originate new projects and 
ideas, and the persistency and tenacity to 
see them through to successful completion. 
Address ‘‘The Controller.” Box No. 234. 


“Fluctuating Hour” Plan 

(Continued from page 400) 
work week varies from 30 to 50 hours, 
depending on the output required for 
the particular week. In such cases it 
would be best to leave this employee 
on a salary basis rather than putting 
him on a fixed rate per hour basis. 
Such a procedure results in a substan- 
tial reduction of overtime compensa- 
tion under the Act. 

Thus, a salaried employee on a $20 
per week basis may work 40 hours dur- 
ing one week and 50 hours during an- 
other week because his work week 
fluctuates. The only way to determine 
his hourly rate for a particular week is 
to divide the total number of hours 
worked into his regular salary. There- 
fore, during the 40-hour week he 
works he receives a regular salary of 
50¢ per hour, but during the 50-hour 
week his pay is only 40¢ per hour. 
Since he has worked 10 hours over- 
time in the 50-hour week, he receives 
for that period 114 times his hourly 
rate of 40¢, or an additional 20¢ per 
hour. Therefore, a computation of his 
income for the 50-hour week would 
result in a salary of $22. 

Contrast this result with the situation 
in which the employee works on an 
hourly basis at 50¢ an hour. In that 
event he would receive $20 for the 
first 40 hours worked and 75¢ per 
hour for overtime, resulting in a total 
compensation for the 50-hour week of 
$27.50. 

It should be borne in mind, how- 
ever, that the fluctuating hour plan is 
not a device to maintain a cohstant 
wage, its only value being to save labor 
costs in cases where the employee fre- 
quently works in excess of 40 hours 
per week. 
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YOU may be justly proud of the 
efficiency of your office personnel. 
But actually you may be handicap- 
ping them by forcing them to work 
with calculators that LOAF on the 
job... calculating machines that 
require too many steps and too 
much time to get an answer. 


MARCHANT catcutators 
SAVE STEPS 


For example, take multiplication: 
Marchant Calculators go direct to 
the answer in but two steps...and 
without mechanical or operator 
delay... because the Marchant is 
doing the multiplying during the 
time that the operator is entering 
the factors into the calculator. Si- 
multaneously with completion of 
this entry the ‘Right Answer”’ in- 
stantly appears. 

Work goes smoother. Operctors 
are not fatigued...and there is 
greater figure output at the end 
of each day. 





MARCHANT CALCULATING MACHINE COMPANY 


HOME OFFICE: OAKLAND, CALIFORNIA,U. S.A 


Sales Agencies and Manufacturer's Service Stations 


Give Service Every where! 
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GERICK HEADS DETROIT 
COMMITTEE 


Mr. Walter J. Gerick, of Socony-Vac- 
uum Oil Company, Inc., White Star Dis- 
trict, a member of the Detroit Control of 
The Controllers Institute of America, has 
been made General Chairman of the Mid- 
Western Spring Conference of Control- 
lers, which is to be held at the Book- 


The Controller, November, 


Cadillac Hotel, Detroit, on April 21, 
1940. Committees are at work arranging 
the details of the program. 


1940 








TIMELY FIGURES! 


Send your iuventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 

















REGULAR MEETING DATES AND SECRETARIES 
OF CONTROLS 


Members of The Controllers Institute of America are invited when travel- 
ing to visit the Controls located in the principal cities. Some variations in 
meeting dates may occur. Consult the Control secretary for exact information 
as to both date and place. 


BALTIMORE—Third Wednesday; Howard Jurgens, Sherwood Brothers, Inc. 1422 
Baltimore Trust Building, Baltimore. 

BuFFALO—First Tuesday; John H. Goodwin, Jr., Columbus McKinnon Chain Cor- 
poration, Fremont Street, Tonawanda, New York. 

CuicaGo—Fourth Tuesday; Martin Keagy, Crowe Name Plate & Manufacturing 
Company, 3701 Ravenswood Avenue, Chicago. 

CINCINNATI—Second Tuesday; Leonard C. Bernens, The Andrew Jergens Com- 
pany, 2535 Spring Grove Avenue, Cincinnati. 

CLEVELAND—Second Tuesday; James P. Carpenter, The Cleveland Union Stock 
Yards Company, 3200 West 65th Street, Cleveland. 

CoNNECTICUT—First Wednesday; Homer T. Huffield, The Capewell Manufactur- 
ing Company, 60 Governor Street, Hartford, Connecticut. 

DayTtoN—Second Thursday; E. F. Campbell, The Fyr-Fyter Company, P. O. Box 
983, Dayton, Ohio. 

Detroit—Second Wednesday; Alvin Kropf, R. L. Polk & Company, 431 Howard 
Street, Detroit. 

District oF CoLUMBIA—Fourth Tuesday; O. H. Ritenour, Washington Gas Light 
Company, 411 Tenth Street, N. W., Washington, D. C. 

INDIANAPOLIS—Fourth Wednesday; Elmer C. Schwier, Indianapolis Water Com- 
pany, 113 Monument Circle, Indianapolis. 

Kansas Ciry—Second Monday; James H. Schuler, Crown Drug Company, 2110 
Central, Kansas City, Missouri. 

Los ANGELES—Third Thursday; Edwin E. Balling, Jr., Latchford-Marble Glass 
Company, P. O. Box 507, Florence Branch, Los Angeles. 

MitwauKEE—Fourth Tuesday; Charles N. Burton, Oswald Jaeger Baking Com- 
pany, 918 West Somers Street, Milwaukee. 

New ENGLAND—Fourth Tuesday; John S. Learoyd, Jr., Hygrade Sylvania Corpora- 
tion, Salem, Massachusetts. 

New York Ciry—Third Thursday; A. E. Church, Newsweek, 1270 Sixth Avenue, 
New York City. 
PHILADELPHIA—First Thursday; Harold C. Stott, The Board of Pensions of the 
Presbyterian Church in the U. S. A., Witherspoon Building, Philadelphia. 
PITTsBURGH—Last Monday; R. Earl Gray, Koppers United Company, 608 Koppers 
Building, Pittsburgh. 

ROCHESTER—Last Wednesday; Thomas M. McDermott, Hickok Manufacturing 
Company, Inc., 850 St. Paul Street, Rochester. 

St. Lours—Fourth Monday; Paul L. Jacoby, Ralston Purina Company, 835 South 
Eighth Street, St. Louis. 

SAN FraNcisco—Third Thursday; Walter L. Eggert, Pacific Manifolding Book 
Company, Ltd.. 5701 Doyle Street, Emeryville, California. 

SyRACUSE—Third Monday; Francis E. Doonan, Hall & McChesney, Inc., P. O. 
Box 591, Syracuse. ; 

Twin Cit1es—First Tuesday; Ernest C. Peterson, Brown & Bigelow, 1286 Uni- 
versity Avenue, St. Paul. 


Some Controls also conduct intone luncheons on a weekly or semi-monthly basis 
—New York, Pittsburgh, District of Columbia, Dayton. Consult the Control Secretary. 
Visiting members welcome. 
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«ee USES SEVERAL TYPES OF 
UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINES IN 
YTS ACCOUNTING OFFICES 
WANDLES TREMENDODL 
VOLUME OF CUSTOMERS’ 
ACCOUNTS WATH 
SPEED, EASE AND 
ACCURACY 


Sundstrand Ac- 

counting Machines of 

thetypeusedby TheTexas 

Company. With only 10 

numeral keys and an array 

of time-saving, automatic 

features, these machines permit 

the top speed posting essential to 

handling statements and other ac- 
counting details on time. 








. eee expect an organization such as The 
Texas Company to select accounting 
machines with plenty of pick-up and pep... 
wouldn’t you? The idea of handling gasoline 
and oil accounting on slow, outmoded machines 
simply doesn’t fit. 

In a chain of busy Texaco Accounting Offices, 
Underwood Elliott Fisher Accounting Machines 
speed along in high gear posting customers’ 
accounts and preparing statements in one opera- 
tion, getting them into the mails on time. 

Just as The Texas Company makes more than 
one kind of motor fuel so does Underwood 


UNDERWOOD -ELLIOTT 


Elliott Fisher make a number of types of ac- 
counting machines . . . and then maintains a 
nation-wide corps of accounting specialists to 
show business how to use them. 

No matter what your accounting problem may 
be, let Underwood Elliott Fisher cooperate with 
your own accounting staff in solving it. Just tele- 
phone our nearest Branch orwriteto Headquarters. 


Accounting Machine Division . . UNDERWOOD 
ELLIOTT FISHER COMPANY . . Accounting 
Machines, Typewriters, Adding Machines, Carbon 
Paper, Ribbons and other Supplies, One Park 
Avenue, New York . . Sales and Service Everywhere. 
Underwood Elliott Fisher Speeds the World’s Business 


FISHER-SUNDSTRAND 


Copyright 1939 


ACCOUNTING MACHINES _ .....szes 

















More Than 100 Different ALLEN WALES Models 
More Than 400 Distributing Points in U.S.A. 

_ More Than 600 Percent Increase in Sales 

.In The Past 6 Years 


These Figures Are Of Importance To All 
1OF--5 crop aw aNeole bale ml, Kocolebbel=1:) 


Manufactured Since 1903 ALLEN WALES 
IW Covel abbal=\-0 c= I at-\orole pebbA-o Ws akos am Mel=sbe 
ACCURACY—SPEED and DEPENDABILITY 


Models Are Available For Every Type Of s | 
“n : : : ur Low Priced 
Business Covering The’Widest Possible Counter Machine 


Range of Requirements - 


Machines*Ate'Preed From $75.00 And Our Nearest I Xor-se¥on'g Will Be Glad 
i ous -s am Gols tae & o'a @) o\-Un A bb delolbb am @)o)ble(osstoys tees K-)(-\o) slosel- EM Mel-seeMoy am’ eb(-M OLS 


ALLEN WALES ADDING MACHINE CORPORATION 


444 Madison Avenue, New York, N.Y. | 
SALES AND SERVICE IN 400 AMERICAN CITIES AND IN 40 FOREIGN COUNTRIE: 


be 











